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In your search for methods 
of increasing efficiency 
and profit . . . investigate the 
time, effort and money 
your organization can save 
by expediting written office 
communications 

. with electronics. 
The Edison Electronic 
Voice-writer ... proved 
superior by its Ear-Tuned 
Jewel-Action . . . levels 
the hills and valleys in the 
dictating voice .. . makes 
sure that the exact words 
spoken appear on paper 
the first time... 
every time. Phone 
Ediphone, your city, 


or write. 
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CONSUMER CREDIT 


N A PERIOD when prices in gen- 

eral reached new record highs, the 
American people as a whole went 
deeper into debt in the first six 
months of this year to buy homes 
and consumers’ goods, according to 
figures compiled by Government and 
private sources. As a result, the 
total of personal debt rose more 
than $3 billions in the period to reach 
a new high estimated at $45 billions 
as of June 30. 

The of individual and 
family use of credit is of particular 
significance at this time in view 
of the fact Government curbs on in- 
stallment selling and consumer credit 


trend 


in general, imposed during the war 
as an anti-inflationary measure, ex- 
pire at the end of next month. 

The big rise in personal debt so 
far this year is a continuation of 
the trend in 1946 when the total 
increased $8.1 billions for the year, 
the biggest annual rise on record. 
The prewar high for the aggregate 
of personal debt was $40.7 billions 
in 1929, more than $ billions under 
the figure of June 30 this year; and 
the total at the end of 1939, at the 
beginning of the war, was $36 bil- 
lions, a fifth less than the current 
aggregate. 

The debts used in this study con- 
sist of mertgages on urban homes 
, consumer credit, and 

i insurance policies. 
These are the major classifications 
of personal debt. 
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Now more than double the low 
point reached in 1943, consumer credit 
outstanding is 
relationships to 
income 
after 


approaching 
disposable 
(aggregate individual income 
income taxes) after falling to 
an abnormally low relationship during 
the war. 


prewar 
personal 


The following table gives the an- 
nual ratios between aggregate dis- 
posable income and consumer credit 
outstanding from 1929 to the present: 


(Billions of Dollars) 


Disposable Con 
Personal sumer 
YEAR Income Credit % Ratio 
1929 $82.5 $7.6 9.2 
1930 re 6.8 9.2 
1931 63.0 5.5 8.7 
1932 47.8 4.1 8.6 
1933 45.2 3.9 8.6 
1934 51.6 4.4 8.5 
1935 58.0 5.4 9.3 
1936 68.3 6.8 10.0 
1937 71.1 r 10.5 
1938 65.5 7.1 10.8 
1939 70.2 8.0 11.4 
1940 Le | 9.3 2.0 
1941 92.0 9.9 10.8 
1942 116.2 6.5 5.6 
1943 131.6 ae 4.0 
1944 146.0 5.8 4.0 
1945 150.7 6.6 4.4 
1946 158.4 10.1 6.4 
1947 (e) 169.6 12.1 7.1 


(e) Estimated annual total based on first 
half rate. 











greatly as compared with both in 
1929 and 1939. Thus the greater 
use of credit by individuals after the 
end of the war was to be expected, 
particularly as durable and other 
long-wanted goods became increas- 
ingly available. 

However, there are some disturb- 
ing implications in the current per- 
sonal debt situation as far as individ- 
ual and family welfare are con- 
cerned. One is the rapidity of the 
rise. In the last 18 months, aggre- 
gate personal debt outstanding has 
gone up more than $11 billion, add- 








and family savings, have grown ing a third to the total outstanding 
PERSONAL DEBT (Millions of Dollars) 
Non-Farm Farm Consumer Life Insurance 

Year Home Mortgages Mortgages Credit Policy Loans Total 
1929 $21,058 $9,631 $7 637 $2,379 $40,705 
1933 17.878 7 685 3,929 3,769 33,261 
1939 18,216 6.586 7.994 3,248 36,044 
1940) 19,103 6,534 9.146 3,091 37 874 
1941 20,095 6,484 9 895 2,919 39,393 
194? 19.90% 6.117 6.478 2.683 35,186 
1943 19,542 5,635 5.334 2.373 32,884 
1944 19,528 5.271 5,776 2.134 32,709 
1945 9 99) 5.081 6,637 1,962 33.671 
1946 (« 24,561 5,254 10,147 1,860 41,822 
6/30/47 (e) 27,000 10,884 1,887 45 ,025(*) 

x) Include m mortgage debt as total outstanding at end of 1946; mid-year farm 
‘ mortg not available (e) Estimated 
Sdurce Loan Bank System, UU. S. Department of Agriculture, 
e System, Institute of Life Insurance 
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at the end of 1945. Such an abrupgé 
rise is unparalleled in the records 
of personal debt statistics. 

Then again, this big rise in debt 
has been incurred when living costs 
and the general price level were 
moving to record high levels under 
a combination of inflationary preg 
sures, foreign as 
Under such conditions, the prudegf 
course for the average person is 
buy wisely and to conserve his sav 
ings and other resources until a 
competitive economy is restored— 
not to jump on the spending-borrow- 
ing bandwagon. The latter course 
pose a_ serious 
problem for many people and their 
families in a readjustment period 
accompanied by falling incomes. 

An indication of the course that 
a great many American families 
have been following is provided by 
the latest Reserve Board 
study of consumer finances. This 
survey shows that about 12.5 milk 
lion spending units, more than one- 
fourth of the 46.3 million spending 
units in the country, lived beyond 
their incomes last year, either by 
drawing on savings accumulated in 
the past or by borrowing. In con- 
nection with personal debt one-sixth 
of all spending units dissaved by 
using consumer credit during the 
year. Proportionally more of these 
dissavers were found among people 
earning than $3000 a year. 
However, there were many in the 
higher income brackets as well for 
the Federal Reserve survey reports 
that at least one-tenth of spending 
units in each income group dissaved 
in 1946. 

As was the case in 1946, the big- 
gest single increase in connection 
with the rise in personal debt this 
year came in the purchase of homes. 
According to the Federal Home 
Loan Bank System, the total of 
mortgages outstanding on nonfarm 
homes reached an estimated $27 Bil- 
lions on June 30 this year, repre 
senting a rise of approximately 
$2'% billions in the first half. The 
rate of the rise so far this year is 
than in 1946, when some 
$4'/ billions were added to the total 
of urban home mortgages during the 
year. 
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il a 
~d— 
‘OW- 
ursef! .\t the American Life Convention in Chicago last 
jous’month two talks given dealt with the future of the 
theirfagency system. Many businesses point to the life in- 
riod§surance industry as an excellent example of selling suc- 
;. ffcess; the direct mail used by many companies is sup- 
that§posed to be the best in existence today; the agency or- 
iliesfganization is described as a goal to be achieved; the 
d by§sales training given agents is equalled in few, if any, 
oardgother business ; the salesmanship demonstrated by agents 
This§so trained should be copied by other salesmen. Many 
mil-fpeople outside the business will extol some, if not all, 
one-§the above purported accomplishments. To a certain ex-~ 
\dingftent they are correct. But there is one very important 
yondfiactor left out and that is the relatively large turnover 
r by$oi life insurance agents. A great deal of life insurance 
od infis sold but does any other business, percentagewise, 
con-§lave as high a turnover among salesmen? We don’t 
sixth§know the answer but we do have our suspicions. 
d byg Jul Baumann, President of the National Associa- 
; theftion of Life Underwriters, in his address to the Conven- 
these§tion, invited representatives of the Life Insurance As- 
eoplefsociation of America, the American Life Convention 
year.Jand the Agency Management Association (accepted) to 
n thefyect together and discuss the threat of ‘mass coverages.” 
ll forf {he problem involved here is not exclusive to the life 
-ports insurance business. As a matter of fact, mass merchan- 
nding }ilising is a characteristic of our day and age. In the 
saved§liie insurance business mass coverage has been de- 
veloping in many ways in recent years. 
e big- The trend taxes has undoubtedly helped a great 
ection}ileal. Where an employer has the choice of paying 
t thisfgroup premiums or using the same money to pay taxes, 
ormes. {the chances are he will pay group premiums. In turn 
Homefthese group coverages are used as an inducement to and 
‘al off’ continuation of employment. It is comparatively re- 
nfarmgcently that “blanket” coverages have become popular. 
27 fil-§lhese include life insurance, accident & health, hos- 
repre-fpitalization, surgical benefit, etc., plus retirement in- 
mately fcome—in short, more complete coverage than the aver- 
Thefige individual would probably ever purchase of his own 
rear isfaccord. Social Security has become accepted to the ex- 
some¥tent that even some people in the life insurance business 
e total§belicve that many working people not covered at pres- 
ng thefent should be included. It was only a year ago that 
the definition and provisions of group policies adopted 
November 1, 1947 
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in 1917 were changed. These changes reduced the mini- 
mum number of lives to 25 and extended the scope of 
group coverage to groups and organizations and for 
purposes not formerly eligible. In view of these facts, 
plus others regarding commissions, Mr. Baumann and 
the field men he represents undoubtedly have something 
to talk about. 

W. R. Jenkins, Agency Vice President of the North- 
western National, devoted his remarks to the possibility 
of using Market Research in life insurance. This is a 
term well known in many lines of business but seldom 
mentioned in connection with life insurance. In com- 
mercial enterprises market research is used a great deal 
to determine market potential and to measure sales ef- 
ficiency in different localities. One of the unusual things 
turned up by such research was that the man who sells 
the most is not necessarily the best salesman. Early in 
such studies it was realized that to ‘judge sales ability 
it was not only essential to measure volume but also 
the sales potential. Market research as conducted by 
many companies also reveals the amount of competition 
in any one territory. This in some cases can save money 
since assigning additional salesmen to a saturated market 
is wasteful. 

In most well run life insurance companies today new 
agents are not hired as promiscuously as formerly. As- 
suming the prospective agent measures up to all re- 
quirements and receives adequate training, there is still 
no guarantee of success. This is primarily true because 
few, if any, agencies know the market potential in their 
territory. In short, this new agent could be a failure in 
the terntory where he starts out because of market 
saturation. On the other hand, in some other territory 
where there is a market potential he could be a success. 
How to accurately measure this market potential ap 
parently is not known at the present time. One the 
first difficulties is answering the question as to how 
many agents there are in a given territory. With mod 
ern transportation and state licensing the number ot 
such agents operating in one territory can fluctuate con 
siderably. There are also a few big time producers who 
have licenses to sell in several states. 

Since market research is relatively new in the life in 
surance business, progress will probably not be rapid 
There is, however, little question but that it is just as 
essential for successful selling as any other phase of 
agency operation. It may well be that this activity, ii 
successful, could in a large measure help curtail the in 
creasing turnover among agents. The three other major 
problems—selection, training and compensation 
being handled better than ever before. In considering 
market research, however, one should not forget the 
problem of mass coverages as outlined by Mr. Baumann 
These two activities are not similar and yet they have 
a strong bearing on each other. 
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The first step in solving 
problems is to acknowledge their existence and evaluate 
their importance. It is well that this step has now been 
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ATU ARIAL 


N JANUARY 1, 1948 the 

‘ife insurance, annuity, and 

accident and health insurance 
businesses will become subject to 
the terms of the Sherman Anti- 
Trust Act. As about 75% of the 
Bapproximately 813 members of our 
Society are directly connected with 
Bcompanies transacting such business 
in the United States, it seems ap- 
propriate to consider the relations 
of this Act to the activities of the 
Society. The following comments 
represent my personal views and of 
course are not in any sense official. 
Acknowledgment is made of the 
help of legal authorities who kindly 
reviewed them. 

The Constitution of the Society 
states that “no resolution expressive 
of opinion shall be entertained at 
any meeting of the Society.” The 
Bpurpose of this provision appar- 
ently has been to keep the Society 
from becoming an instrument of 
special interests or the tool of any 
group of companies. The result has 
been that the members of the So- 
ciety have always cooperated as 
members of a profession rather than 
as representatives of companies. 


Meaning of Sherman Act 


However, this generalization is 
not sufficient for our discussion to- 
day. The Society has varied activi- 
ties and we should review each of 
them specifically in the light of the 
Sherman Act. Before doing so, it 
will help to consider briefly the two 
important factors involved—first the 
purpose of the Act and the limita- 
tions it imposes, and second the di- 
rect responsibilities of the actuarial 
profession to the public to help in 
keeping the insurance and annuity 
structures safe, equitable and worthy 
of public confidence. 


The general purpose of the Sher- 
man Anti-Trust is plain—to pro- 
tect the public against the evils of 


monopoly and of combinations 


which tend unduly to suppress com 
petition. 


It must be recognized at 
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the outset however, that the Act, 
like the Constitution of the United 
States, is in very general language 
and may be subject to new interpre- 
tations from time to time reflecting 
the political and economic philoso- 
phies of the judges before whom 
questions regarding the Act may 
come. However, the following con- 
clusions bearing on our discussion 
seem relatively well-grounded : 

(a) Any concerted action by 
companies with regard to fixing 
premium rates is illegal, at least in 
the absence of state statutory per- 
mission and supervision. 

(b) The collection and dis- 
semination of statistics and other 
pertinent information concerning 
the insurance business do not 
violate the Act, provided there is 
no agreement, either expressed or 
implied, that the companies would 
act in any particular way upon 
the information disseminated. 

(c) Competitors may independ- 
ently, and as a matter of business 
expediency, follow the rates of 
competitors and not violate the 
Act, if there is no understanding 
or agreement between them, ac- 
tual or implied. 

(d) The interests of all parties 
concerned, that is the seller, the 
buyer and the public, are likely to 
be taken into account by the court. 

(e) The Act imposes no lim- 
itation on the professional activ- 
ities of individual members of 
the Society, if there is no pur- 
pose or effort to suppress competi- 
tion, or to obtain illegal inter- 
company contract or agreement. 
Responsibilities of Actuarial Pro- 

fesston. the 
there is 
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by EDWARD W. MARSHALL 
Vice President and Actuary, 
Provident Mutual Life 


fession has a responsibility to the 
public to do its part in keeping life 
insurance, annuities and accident 
and health insurance safe. 


Not Easy to Discharge 


This responsibility is not easy to 
discharge, because insurance and 
annuity transactions are usually of a 
long-term nature not characteristic 
of most commercial transactions. 
Premium rates and guarantees have 
to be fixed today on contracts ex- 
tending far into the future. Thus 
assumptions have to be made re- 
garding interest, mortality, expense 
and disability rates applicable dec- 
ades hence. Such rate making is 
much more difficult and exacting 
than in a business subject to quick 
turnover of product and frequent 
adjustment of price to changing 
conditions. At the same time it is 
essential to the public interest that 
the premium rates shall be safe to 
support the guarantees so that the 
insuring public will duly receive 
what is promised by the insurance 
or annuity contract. 

Obviously under such conditions 
our members need all the light pos 
sible regarding the soundness of the 
actuarial assumptions which must 
underlie this long-term rate making 
The Society must therefore become 
a means by which the necessary 
knowledge and = information ts 
shared. 

The professional responsibility of 
actuaries can not always 
be discharged by the mere sharing 
of information, 


however 


Long-term insut 
ance depends on public confidence 


(Continued on the next page 
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Actuarial Society—Continued 

It is to the interest of both the pub- 
lic and the companies to discourage 
conditions detrimental to the safety 
or equity of the business. One of 
the responsibilities of the actuarial 
profession is to detect any tendency 
toward such a condition and urge its 
correction. 

On the other hand it is necessarily 
the responsibility of our members 
to see to it that no activity of the 
Society shall violate either the let- 
ter or the spirit of the Sherman Act. 

\s stated in the Constitution, the 


object of the Society is “the promo- 
tion of actuarial science by personal 
intercourse, presentation and publi- 
cation of appropriate papers, discus- 
sions and such other means as may 
be found desirable.” Let us now 
review these activities in the light of 
the Sherman Act. 


Papers and Discussions Thereof 


Papers and the discussions 
thereof, all of which are published 
in the Transactions, represent the 
opinion of individual actuaries in 


regard to the particular subjects 





I'm not 


surprised—those Bankers Life men do a lot of 


good in this town!” 


Bankerslifemen May Deserve 
Halos But Don’t Wear Them 


Measured by the amount of good which they do in the com- 
munities they serve, Bankerslifemen may richly deserve 
halos which they somehow don’t look with favor on wearing. 
They regard it as a regular part of their work to render 
service for which others might want to claim a halo. 
Because they have been thoroughly trained for the work 
they are doing. Bankerslifemen find every possible way to 
get the most good for their clients out of the insurance they 
own. They wouldn't be satisfied to render lesser service. 
This attitude of giving their best to their clientele without 
claiming undue credit makes Bankerslifemen the kind of 
life underwriters you like to know as friends, fellow workers, 


or competitors. 


Bankers /7fe Company 
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covered. They are an invaluable 
means of presenting and appraising 
ideas and information and obviously 
would raise no questions in connee. 
tion with the Act. 

Informal Discussions of Current 
Topics. A substantial portion of our 
meeting sessions is set aside for the 
informal discussion of topics of 
current interest. The topics thus 
covered are set forth in-the pub 
lished minutes of the Society. They 
include a wide variety of practical 
and theoretical questions, some of 
which fall in the fields of rate mak- 
ing, surplus distribution, or policy 
provision, in which the Sherman Aet 
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may forbid concerted action or 
agreement. The discussions ard 
often most valuable, particularly 


when they come from authorities 
who have given much thought and 
study to the subject under discus: 
sion or when they furnish new and 
much-needed statistical or other fae. 
tual data in a field where adequat¢ 
scientific information is lacking. 

These discussions do not in any 
way run counter to the Sherman 
Act. Their purpose is to share 
scientific or economic truths or 
knowledge of improved methods 
Always the companies must inde 
pendently decide what they shall de 
on the basis of their own individual 
conditions. The work of the So 
ciety stops when it has been the 
means of revealing and emphasizing 
the facts; after that the individual 
companies have to chart their ow 
course. 


Cooperative Studies 


It is greatly in the public interest 
that the actuarial profession should 
discuss the problems of rate making 
dividend distribution, policy prov 
sions, etc. In that way grievous mis 
takes contrary to the public interes 
can be avoided, and an intelligent 
evaluation of current or probable 
trends made possible. While the 
topics for informal discussion shoulé 
he so worded as to make it plain that 
individual opinions or factual dats 
only such discussions 
should continue to occupy a prom 
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Committees of the Society are 
continually making studies of the 
combined mortality or disability ex 


perience Of companies in connection 
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elds. These studies, extending over 
any ‘lecades, have been an invalu- 
ble aid to actuaries in appraising 
he size, nature and trend of the 


¢Risks encountered in such fields. The 
xpericnce of any one company 


ight be so small and fluctuating as 


Ao be valueless, or otherwise might 


e unreliable. Thus the combined 
xperience of a large group of com- 


panies, under which the law of aver- 
Ave can operate more fully, usually 
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urnishes much more reliable and 
seful information. The committees 
ompiling the statistical information 
lso endeavor to interpret or evalu- 


fic it—a necessary and essential step 


n dealing with crude statistical data 


Bffected by fluctuation or distortion. 


Compilation Permitted 


The Sherman Act permits such 
ompilation and evaluation of statis- 
ical material provided it does not go 
eyond bringing out the facts and, 
vhere applicable, stating the pure 
r net premiums corresponding on 
arious interest assumptions to the 
isks studied. It is for each com- 
any to determine what use it will 
make of the statistics so compiled, 
nd what should be the gross pre- 
liums it should use to reflect its 
wn type of clientele, earning power 
nd expense. 

Incidentally in this connection, the 
eed is being felt for an up-to-date 
valuation by the Joint Committee 
n Mortality of the mortality among 
npaired lives. This might not only 
over a Statistical study of a sub- 
tantial number of key impairments, 
ut from that study and other statis- 
ical and clinical data might under 
kke to evaluate the size and period 
f the extra mortality to be ex- 
ected from other medical impair 
nents as well. This study would 
ppear to be permitted by the Sher 
an Act and would give to the 
ctuarial and medical professions 
iuch-needed data regarding the 
hortality among substandard lives. 
Free competition is a fundamental 
ecessity to free enterprise. ‘The 
angers inherent in world conditions 
day have arisen either from lack 
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On January 25, 1867, the Equitable Life of 
Iowa was founded in Des Moines, then a fron- 


tier town of 8,000 people. 


The 80 intervening years have witnessed the 
development of that pioneer enterprise into a 
national institution. In contemplating the 
completion of its first century of service, the 
Company will continue to conduct its affairs 
in the sound, constructive and progressive 
manner which Time has so thoroughly tested. 


EQUITABLE <= 
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Founded in 1867 in Des Moines 
































government, capital or labor. Any pears that the competitive picture is 
one who believes in the system of about as follows: 


free enterprise must agree fully with 1. Under participating insur 
the objectives of the Sherman Anti ance no two of these companies 
Trust Act. have the same schedule of net cost 
Competition among American life to policyholders. This is signifi 
insurance companies is particularly cant because participating imsut 
active and effective. This is impres ance comprises over three-quat 
sively illustrated in the new ordinary ters of all outstanding ordinary 
insurance of the 100 largest com insurance and thus is a predomi 
panies, which do most of such busi nating influence in the competitive 
ness in the United States. Accord picture. 
ing to data published in the stand- 2. Over 99% of the total new 
ard insurance handbooks, supple ordinary insurance of these com 
mented by recent announcements panies, participating and non-par 


and other information in hand, it ap- 
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JULIAN V. BOEHM, voted “Atlanta’s Outstand- 
ing Citizen” by the people of Georgia’s capital 
.. . Master of Ceremonies at the World Premier 
of the film version of “(Gone With The Wind”... 
former president of the National Society of on Tas 
Magicians . . . recipient of one of the most ican B 
enthusiastic testimonials the public has ever ac- unique 
corded a life insurance man . . . has successfully not 01 
and continuously represented The Union Central the In 
for the past 38 years. Out Str 
ment. 


tion \ 
Re po 
Feder 


Tax § 


A member of The Union Central Quarter Century say tl 
Field Club, composed of agents throughout the wisdor 
nation who have added to the lustre of the Com- deliber 
pany through 25 years or more of faithful, loyal a 
service, Julian Boehm now receives a substantial 
monthly check paid under The Union Central’s 
liberal Pension Plan for Agents. 


enacte 
such 

Repor 
PTessit 
It invi 
Referring to this in a recent letter, the Beloved 


Atlantan wrote: “This recognition by my Com- adie ws 
pany brings me a feeling of mingled joy and Feder: 
gratitude. My associations with Union Central Thi: 
Officers and fellow Agents throughout my 38 cUSS W 
years of service have been one of the great joys Tax A 
of my life. This happiness could not have been — Ff 
attained had it not been for the consideration ov Bi 
shown me as an Agent by The Union Central eel 
Home Office.” = 


In my 


In one 


* 


Money Every Month... for the Agent = 


Through a liberal Pension Plan devised by their Company, provid 
substantial monthly checks go to qualified members of The 
Union Central Quarter Century Field Club who have reached 
retirement age after 25 or more years of continuous service. 
This plan means security for The Union Central Agent who 
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has made a career of providing security. — 
themse 
in th 
years. 
desire 
long, 
willins 
acquir 
“ are w 
THE Lacon Central \vFe INSURANCE CO mn 
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TAX ASPECTS OF 


T THIS time I wish to take 

the opportunity to congratulate 

the members of your organiza- 
tion who helped to prepare the 
“Report Proposing Amendments to 
Federal Income, Estate and Gift 
Tax Laws” issued by the Committee 
on Taxation, Trust Division, Amer- 
ican Bankers Association. This is a 
unique document. In its 86 pages it 
not only suggests amendments to 
the Internal Revenue Code, but sets 
out strong arguments for their enact- 
ment. It is not content merely to 
say that the bankers in all their 
wisdom have, after due and careful 
deliberation, determined that such 
legislation should be 
enacted, but it gives the reasons for 
such suggestions. It publishes its 
Report well in advance of any Con- 
gressional action on revenue bills. 
It invites consideration and criticism. 
In my opinion, the Report is a valu- 
able contribution to the subject of 
Federal Taxation. 

This evening I would like to dis- 
cuss with you the subject of “Some 
Tax Aspects of Annuities and Pen- 
sion Plans.” I have used the adjec- 
tive “some” since we cannot discuss 
all of the important tax problems re- 
lating to annuities and pension plans 
in one evening. 


and such 


Annuities 


The annuities I speak of are those 
provided in contracts issued by life 
insurance companies in considera- 
tion of certain cash payments. They 
are purchased by or on behalf of 
persons who are anxious to assure 
themselves of the necessities of life 
in their older and unproductive 
years. They wish security. They 
desire insurance against living too 
long, not against dying. They are 
willing to use up their capital in 
acquiring such security. In fact, they 
are willing to pay with their own 
money—not the taxpayer’s money— 
for such benefits. Surely, there 
should be no punitive tax on such 
contracts. 


November 1] Z 


The annuitant under the existing 
Federal income tax law is taxed on 


part of his capital. It is true that 
he no longer has his original capital ; 
that he has received an annuity con- 
tract for his money. But so a mer- 
chant may have bought merchandise 
with his money. Yet he is not taxed 
on his gross receipts. He is per- 
mitted to recover the cost of the 
goods sold. Also one who purchases 
an apartment house is not taxed on 
his gross rents. He is allowed a 
deduction for depreciation. Ours 
is a tax On income; not on property 
or capital. 


The 3 Per Cent Rule 


The 3 per cent method of taxing 
annuity payments' was intended 
to tax the interest element repre- 
sented in the annuity payments. 
According to the Ways and Means 
Committee Report? relating to 
the Revenue Bill of 1934: “The 
change merely places the return of 
this form of investment on the same 
basis as the other forms of invest- 
ment by taxing that portion of each 
payment which in fact constitutes 
income.” The 3 per cent rule had 
much more justification in 1934 
when insurance companies might 
earn 4 per cent or even 5 per cent 
on their investments, than today 
when they do very well to earn 3 
per cent. But as a matter of fact the 
amount at interest is never equal to 
the cost. There is a loading charge 
to cover acquisition and overhead 
that must be deducted. But even 
conceding that the loading charge is 
small and may be disregarded for 





by WALTER D. FREYBURGER 
Tax Counsel, 
New York Life Insurance Company 


the sake of simplicity, continuing to 
tax annuity payments on the 3 per 
cent basis when, for example, half 
of the capital may have been used 
up, is not justified. If the annuitant 
were required to pay 3 per cent on 
one-half of the cost of the annuity 
he would come nearer to paying a 
tax only on interest than he does 
under the present law. 

The inequity of the 3 per cent 
rule is well illustrated in the case of 
the purchase of an immediate life 
annuity without refund at death. 
Under this rule, the annuitant will 
seldom recover his capital tax-free. 
For example, for approximately 
$20,000, a female aged fifty-five may 
purchase a life annuity providing 
$1,000 per year. Six hundred dollars 
received each year will be taxable 
and four hundred dollars not tax- 
able. Her chance of living until 
she recovers her capital free of tax 
is practically nil since she would be 
required to live fifty years or until 
age 105 to do so, although her ex- 
pectancy of life is approximately 
twenty-five years. The 3 per cent 
rule thus considers her as receiving 
a much larger amount of interest 
and a much smaller amount of capi- 
tal than is actually the case. 

The unfairness of the 3 per cent 
rule is well illustrated in the case 
of payments for a fixed term or an 
annuity certain, that is, without life 
contingencies, such as the contracts 
considered in the Thornley case.* 

(Continued on the next page) 








Tax Aspects—Continued 


That case involved installment pay- 
ments Over a period of years re- 
ceived upon a surrender of life in- 
surance policies for their cash sur- 
render value, to which an attempt 
was made to apply the 3 per cent 
rule. The court said: 

“Under the agreements with 
Berkshire the fixed installments 
will aggregate $29,714.40 over the 
twenty-year period. We _ have 
shown above that this amount 


represents the proceeds of the 
policies to be repaid to petitioner, 
$22,469.25, plus an increment of 
$7,245.15. Yet under respond- 
ent’s determination, over twenty 
years, $13,481.55 of the payments 
will be included in gross income 
and taxed. Of the amount which 
will be taxed, $13,481.55, the 
amount of $7,245.15 will consti- 
tute an increment in the form of 
interest and $6,235.40 will consti- 
tute a return of capital upon 
which tax will have been levied.” 








on fast! 








NEW RIDER 


. . and THE PRUDENTIAL has one, too. 
It’s our NEW FAMILY INCOME RIDER! 
~ ° Easily attached to currently issued life 
| and endowment policies, the rider may 
be written to provide $10, $15, or $20 
of monthly income for each $1,000 of 
insurance. And the income period may 
be for 10, 15 or 20 years from the date 
of the policy. 


With Agents, Brokers and Prospects alike—the. flexi- 
bility of Prudential’s Family Income Rider is catching 









Joint and Survivor Annuities 


The 3 per cent rule has been inter- 
preted to produce most inequitable 
consequences in the case of joint and 
survivor annuities. In [.T. 3077; 
a husband purchased a joint and 
survivor annuity which provided for 
the payment to him of X dollars 
semi-annually for the duration of his 
life and thereafter to his wife for 
the remainder of her life. After his 
death the question arose as to how 
much the widow must report in her 
income tax return. For example, the 
husband might have paid $50,000 
for the joint and survivor annuity, 
$23,000 of which represented the 
cost allocable to the widow’s sur- 
vivor annuity. Should 3 per cent 
be applied to $50,000 or to $23,000 
to determine the widow’s income? 
What is the cost of her annuity? If 
she had sold the contract, her cost 
basis for determining gain or loss 
would have been the cost of such 
contract to the donor, her husband. 
It certainly would not have been 
what her husband paid for such an 
annuity plus an annuity to himself 
for life. Yet, in determining the 
cost of the annuity to the widow for 
the purpose of applying the 3 per 
cent rule, the Commissioner ruled 
in I.T. 3077 that the cost was the 
aggregate premiums paid for both 
annuities—the one to the husband 
and the one providing payments to 
the wife commencing on the death 
of the husband. 


Suggested Legislation 


It is obvious that some change 
should be made in the law with re 
spect to the income tax as applied 
to annuity payments. It is encourag- 
ing to note that the report sub 
mitted by the Staff of the Joint 


Committee on Internal Revenue 
Taxation, under the direction of 
Colin F. Stam, Chief of Staff, to 


the Senate Finance Committee in 
connection with H. R. 2948, 79th 
Congress, 2nd Session, which. bill 
would have exempted from individ- 
ual income tax retirement benefits. 
under the Civil Service Retirement 
Act, up to $1,440 per year, while 
disapproving the exemption in such 
bill, did recommend the abandon 
ment of the 3 per cent rule and the 
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substitution of a method using a uni- 
form yearly exclusion based upon 
the size of the annuitant’s contribu- 
tion and upon his life expectancy at 
the time the annuity period begins. 
This suggestion conforms in general 
with legislation adopted last year in 
Canada. The Canadian Regulations® 
interpreting such legislation 
vide : 


pro- 


“There shall be included in the 
income of the taxpayer all an- 
nuities or, other annual payments 
received under any contract dur- 
ing the taxation period except 
such a proportion of each pay- 
ment as is equal to the ratio of 
the consideration or purchase 
price of the contract to the total 
of the payments for a period equal 
to the term of the payments under 
the contract, in the case of a con- 
tract for a term of years certain, 
and equal to the expected term of 
the payments, in the case of a 
contract under which the continu- 
ance of the payments depends in 
whole or in part on the survival of 
a person.” 


Death Benefits Under Annuity and 
Pension Plans 


Another matter I would like to 
discuss relates to income, gift and 
estate tax impositions in connection 
with death benefits payable under 
annuity and pension plans. 

Consider first the informal plan, 
really not a plan but a custom of 
the employer of paying death bene- 
fits to the widow or other dependent 
of an old employee. The employee 
or his beneficiary has no contrac- 
tural rights. There are no property 
rights, merely an expectancy. If the 
employer decides not to pay any 
death benefit in a particular case, 
there is no remedy. Clearly such an 
expectancy is not subject to an estate 
tax. It would also appear that the 
widow would not be subject to any 
income tax on the payment. It re- 
presents a gift to her. The provi- 
sion added to the Internal Revenue 
Code by the Revenue Act of 1942,° 
taxing the estate of a decedent or the 
recipient of income “in respect of a 
decedent,” which has not been 
“properly includible in respect of 
the taxable period in which falls the 
date of his death or a prior period,” 
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CORN ISN'T EVERYBODY'S FAVORITE! 


It takes variety to tempt the family’s taste 
when it comes to breakfast foods 

Kids may like their Krumbles while Dad 
likes the crunch of Rice Krispies. 

Next day maybe Shredded Wheat gets the 
. but whatever the choice, 

Kellogg has the treat for every taste! 


¥ 
icy IS THE SPICE OF 


LIFE INSURANCE SELLING, 100! 


call. . 


And for a well balanced sales diet... General 
American Life Multiple Lines give you every 
essential need. The General American Life man 
is equipped to sell personal coverage of every 
kind . . . juvenile, salary savings, Group or 
Commercial Health and Accident. His “prod- 
ucts” cover every requirement...he can do 
the whole job. 


.... you're always in business with 
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would appear not to be applicable to 
a payment to a widow not based on 
any contractual right of the de- 
cedent. 

Consider next the case where the 
employer has adopted a_ formal 
pension and death benefit plan in 
which he contracts with his em- 
ployees to pay certain death benefits 
but reserves the right to discontinue 
the plan at any time, agreeing, how- 
ever, to pay the benefits in effect at 
the time of the death of the em- 
ployee. The plan provides that the 
death benefit shall be paid to the 
widow. The employee has no right 


to designate the beneficiary. Is the 
death benefit subject to the estate 
tax? Since up until the moment 
of his death the employer could 
have discontinued the plan, the In 
ternal Revenue Bureau has ruled 
that the deceased employee had no 
property right which passed with his 
death—but that he had a mere ex 
pectancy. See G. C. M. 17817. 
Probably for the same reason the 
benefit was held not to constitute 
life insurance. Now, suppose that 
the plan provided vested rights with 
respect to employees with fifteen 


{Continued on page 60) 








Tax Aspects—Continued 


That case involved installment pay- 
ments over a period of years re- 
ceived upon a surrender of life in- 
surance policies for their cash sur- 
render value, to which an attempt 
was made to apply the 3 per cent 
rule. The court said: 

“Under the agreements with 
3erkshire the fixed installments 
will aggregate $29,714.40 over the 
twenty-year period. We 
shown above that this 


have 
amount 


represents the proceeds of the 
policies to be repaid to petitioner, 
$22,469.25, plus an increment of 
$7,245.15. Yet under respond- 
ent’s determination, over twenty 
years, $13,481.55 of the payments 
will be included in gross income 
and taxed. Of the amount which 
will be taxed, $13,481.55, the 
amount of $7,245.15 will consti- 
tute an increment in the form of 
interest and $6,239.40 will consti- 
tute a return of capital upon 
which tax will have been levied.” 








on fast! 








a 
NEW RIDER 


. . and THE PRUDENTIAL has one, too. 
It’s our NEW FAMILY INCOME RIDER! 
wy — Easily attached to currently issued life 
oie and endowment policies, the rider may 
be written to provide $10, $15, or $20 
of monthly income for each $1,000 of 
insurance. And the income period may 
be for 10, 15 or 20 years from the date 
of the policy. 


With Agents, Brokers and Prospects alike—the, flexi- 
bility of Prudential’s Family Income Rider is catching 












Joint and Survivor Annuities 


The 3 per cent rule has been inter- 
preted to produce most inequitable 
consequences in the case of joint and 
survivor’ annuities. In [.T. 3077, 
a husband purchased a joint and 
survivor annuity which provided for 
the payment to him of X dollars 
semi-annually for the duration of his 
life and thereafter to his wife for 
the remainder of her life. After his 
death the question arose as to how 
much the widow must report in her 
income tax return. For example, the 
husband might have paid $50,000 
for the joint and survivor annuity, 
$23,000 of which represented the 
cost allocable to the widow’s sur- 
vivor annuity. Should 3 per cent 
be applied to $50,000 or to $23,000 
to determine the widow’s income? 
What is the cost of her annuity? If 
she had sold the contract, her cost 
basis for determining gain or loss 
would have been the cost of such 
contract to the donor, her husband. 
It certainly would not have been 
what her husband paid for such an 
annuity plus an annuity to himself 
for life. Yet, in determining the 
cost of the annuity to the widow for 
the purpose of applying the 3 per 
cent rule, the Commissioner ruled 
in I.T. 3077 that the cost was the 
aggregate premiums paid for both 
annuities—the one to the husband 
and the one providing payments to 
the wife commencing on the death 
of the husband. 


Suggested Legislation 


It is obvious that some change 
should be made in the law with re- 
spect to the income tax as applied 
to annuity payments. It is encourag- 
ing to note that the report sub- 
mitted by the Staff of the Joint 
Committee on Internal Revenue 
Taxation, under the direction of 
Colin F. Stam, Chief of Staff, to 
the Senate Finance Committee in 
connection with H. R. 2948, 79th 
Congress, 2nd Session, which bill 
would have exempted from individ- 
ual income tax retirement benefits, 
under the Civil Service Retirement 
Act, up to $1,440 per year, while 
disapproving the exemption in such 
bill, did recommend the abandon- 
ment of the 3 per cent rule and the 
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substitution of a method using a uni- 
form yearly exclusion based upon 
the size of the annuitant’s contribu- 
tion and upon his life expectancy at 
the time the annuity period begins. 
This suggestion conforms in general 
with legislation adopted last year in 
Canada. The Canadian Regulations? 
interpreting such legislation pro- 
vide : 


“There shall be included in the 
income of the taxpayer all an- 
nuities or, other annual payments 
received under any contract dur- 
ing the taxation period except 
such a proportion of each pay- 
ment as is equal to the ratio of 
the consideration or purchase 
price of the contract to the total 
of the payments for a period equal 
to the term of the payments under 
the contract, in the case of a con- 
tract for a term of years certain, 
and equal to the expected term of 
the payments, in the case of a 
contract under which the continu- 
ance of the payments depends in 
whole or in part on the survival of 
a person.” 


Death Benefits Under Annuity and 
Pension Plans 


Another matter I would like to 
discuss relates to income, gift and 
estate tax impositions in connection 
with death benefits payable under 
annuity and pension plans. 

Consider first the informal plan, 
really not a plan but a custom of 
the employer of paying death bene- 
fits to the widow or other dependent 
of an old employee. The employee 
or his beneficiary has no contrac- 
tural rights. There are no property 
rights, merely an expectancy. If the 
employer decides not to pay any 
death benefit in a particular case, 
there is no remedy. Clearly such an 
expectancy is not subject to an estate 
tax. It would also appear that the 
widow would not be subject to any 
income tax on the payment. It re- 
presents a gift to her. The provi- 
sion added to the Internal Revenue 
Code by the Revenue Act of 1942, 
taxing the estate of a decedent or the 
recipient of income “in respect of a 
decedent,” which has not been 
“properly includible in respect of 
the taxable period in which falls the 
date of his death or a prior period,” 
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ucts” cover every requirement...he can do 
the whole job. 
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would appear not to be applicable to 
a payment to a widow not based on 
any contractual right of the de- 
cedent. 

Consider next the case where the 
employer has adopted a formal 
pension and death benefit plan in 
which he contracts with his em- 
ployees to pay certain death benefits 
but reserves the right to discontinue 
the plan at any time, agreeing, how- 
ever, to pay the benefits in effect at 
the time of the death of the em- 
ployee. The plan provides that the 
death benefit shall be paid to the 
widow. The employee has no right 


to designate the beneficiary. Is the 
death benefit subject to the estate 
tax? Since up until the moment 
of his death the employer could 
have discontinued the plan, the In- 
ternal Revenue Bureau has ruled 
that the deceased employee had no 
property right which passed with his 
death—but that he had a mere ex- 
pectancy. See G. C. M. 17817." 
Probably for the same reason the 
benefit was held not to constitute 
life insurance. Now, suppose that 
the plan provided vested rights with 
respect to employees with fifteen 
{Continued on page 60) 
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HESE last few years, marked 
by a phenomenal expansion in 
our sales, have left most of us 
in this room feeling remarkably free 
from pain. We wear that pleased 
and contented look commonly at- 
tributed to the Irishman who stopped 
hitting himself on the head with a 
hammer. 

Under those circumstances, I am 
well aware that the popular speaker 
here today should probably talk 
about the great strides forward we 
have made. But at the risk of be- 
ing a “killjoy,’ I am going to re- 
mind you and myself that we never 
have, and at our present pace I’m 
afraid we never will, find a cure for 
our worst problem which, in any- 
thing like normal times, gives us 
hammerlike headaches and wipes the 
smile off the most easygoing of us. 
I refer to the low average earnings 
and extremely high turnover of a 
very large segment of our agency 
forcees—a condition which, present 
conditions notwithstanding, has been 
“normal” for our agency operations 
throughout the years. 


Moderated Temporarily 


Circumstances beyond our con- 
trol have moderated this problem for 
us temporarily. Circumstances have 
enabled us temporarily to lift our 
heads, to speak confidently about the 
opportunity in selling life insurance, 
and to say that the men we manage 
earn a good living. 

But when we say that circum- 
stance has brought about all this 
change, rather than our manage- 
ment, it leaves a great deal to be de- 
sired. For management by its very 
name assumes an orderly, directed 
achievement which moves forward 
in spite of circumstance. Such an 
orderly course, planned and con- 
trolled by management and achiev- 
ing for a majority of our agents a 
relatively high degree of stability 
and a satisfactory earning power, 
has not yet been mapped. Indeed, 
a doubling of our induction rate and 
an almost doubling of our termina- 
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tion rate in 1946 suggest the prob- 
lem is still very much with us. 

Now lest our memories are short 
and we have forgotten either the 
critical nature of this problem or the 
effect of circumstance on it, let’s go 
back for a brief and perhaps un- 
pleasant review. 

There are various available rec- 
ords to show the status of earnings 
and of turnover in our Ordinary 
agency forces prior to the war. I 
shall not cite them individually, but 
suffice it to say that terminations of 
full-time contracts in each calendar 
year during the thirties ran from 34 
to 40% or more of total contracts 
in force at the beginning of each 
year. Likewise, new contracts en- 
tering during the course of the year 
ran from 30 to 38% or more of total 
contracts in force at the beginning 
of the year. This means that scarcely 
more than a third of the total full- 
time agency force was stable, and 
that the rest of the total contracts 
constituted a vast floating army 
which, at the closest guess I can 
make, would number well over 75,- 
000 men at any given time. These 
men went in and/or out of our 
ranks, leaving behind them their 
hopes, their ambitions, frequently 
their meager savings, and almost al- 
ways their respect for us. Because 
they outnumbered virtually two to 
one that smaller group of agents 
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whom we had succeeded in stabiliz- 
ing with a reasonable income, statis- 
tics of average earnings for the en- 
tire agency force were at best shame- 
ful. The 27 companies reporting to 
the TNEC on their agents’ earnings 
revealed that nearly 75% of their 
agents earned less than $1,000 and 
only 10% earned more than $2,500. 
That was for the calendar year 1938. 
So much for the prewar picture. | 
shall not dwell on the host of prob- 
lems such figures create. 


Human Management 


Now, in painting this brief pic- 
ture so black, I by no means want to 
convey the thought that we manag- 
ers were unmindful of or callous to- 
ward this problem of low earnings 
and high turnover. If we have been 
human in enjoying relief from it in 
the last few years, we were equally 
human in wanting with all our hearts 
to remedy the problem when it was 
so acute. Toward this end, we de- 
veloped and used better selection 
tools, better training tools, and ad- 
vanced methods of supervision—all 
in an effort to improve the quality, 
hence the earning ability, of our 
agents. Some of us even tried pay- 
ing salaries, although many of us 
weren't sure whether the sound 
process was to pay salaries to cure 


(Continued on the next page) 
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low earnings or whether it was best 
to cure low earnings so we might be 
warranted in paying salaries. 


Agents Terminations 


Be that as it may, our efforts were 
sincere and these tools we developed 
were fruitful in raising our stand- 
ards of selling. But if we analyze 
the available data more closely, | 
think it suggests we needed some- 
thing more than these tools—fine as 
they were—if we were really to 
correct the problem of our floating 
population. Let us see what I mean. 
Turning now to the table which 
follows, let’s look closely at what 
was happening to our agency forces. 


Volume of New Ordinary Insurance Sales Per 


The only very extended study we 
have covering number of agents and 
volume produced is a study of 35 
companies which has been carried on 
by tie Agency Management Asso- 
ciation since 1934. These companies 
have been reporting their total num- 
ber of contracts in force, their full- 
time contracts in force, and their 
annual Ordinary volume. The vol- 
ume reported is not divided as be- 
tween full-time and other agency 
forces. But for the purposes of the 
chart which you see before you, we 
have made a broad assumption that 
10% of the business each year was 
produced by other than full-time 
agents. Thus the volume column, or 
the second column, is total volume 
minus 10% assigned to brokers and 
part-timers. This of 


Ss. course, a 


Agent 


And Agents’ Terminations 


Full-Time 


New Business 


Year Agents Less 10%* 
1934 33,362 $1,805,975,100 
1935 31,374 1,866,509,109 
Prewar 1936 28,859 1,855,871,100 
1937 27,524 1,959,530,400 
Years 1938 27,439 1,780,837 200 
1939 26,072 1,683,656,100 
1940 25,149 1 668,013,200 
1941 22,991 1,836,243,909 
War 1942 20,188 1,665,050,400 
1943 16,763 1,846,251,100 
Years 1944 16,571 2,189,006,100 
1945 17,084 2,430,000,000 


* Full-time agents are assumed to sell 90% of the new Ordinary business 


agents or brokers are presumed to sell 10% 


Volume Per 
Agent Rounded 


Full-Time Agents’ 
Termination Rates 


$ 54,000 (Est. up 
59,000 to 40% 
64,000 or more) 
71,000 
65,009 
65,000 
66,000 37% 
80,000 34 
82,000 33 
110,000 31 
132,000 20 
142,000 18 


; part-time 


Note: The first three columns are based on reports of 35 companies doing somewhat 


over one-fourth of the Ordinary business. 
last column cover those companies and a somewhat larger group—6l in all. 


Terminations 1940 through 1945 in the 
(From 


Agency Management Association, File 431.) 
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in the third column would be ex 
aggerated rather than minimized, | 
the first column you will see th 
total number of full-time agents 
contracts in force as of a given dat 
(and that is important) during ea 
calendar year. Because the Censy 
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and because we know turnover fo} 
all companies was exceedingly hig 
in those years, it should be remem 
bered that the total agents shown j 
by no means the total number of full 
time contracts in force at any tim 
during that year. The number of 
agents is a static picture of agent 
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figures emphasize that there must 
f ye been a very large segment who 
esultg 6 making a very poor living or 
- OX jiving at all. 

" Unfortunately, we do not have 
. cific figures for these companies 
ing us the termination and in- 
ction rates which existed through- 
But there is no rea- 
nto believe that the experience of 
js particular group of companies 
is different from that of other 
mpanies in this respect. And 
erefore we must assume that in 
der to show 33,362 full-time con- 
cts in force on a given census 
te, these companies probably had 
cruited from 10,000 to 12,000 men 
vear and had terminated somewhat 
ore than that number. 
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To me this is not a comforting 
icture from the standpoint of pru- 
nt expenditure of agency dollars, 
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forces in spite of us trimmed our 
agency operations to the point that 
the average agent’s share reached 
$80,000 of Ordinary production a 
year in 1941. 

Now let us look at the period from 
1941 through 1945, where we have 
some further enlightenment thrown 
into the picture by the fact that we 
have added a column for more re- 
cent studies of the Agency Manage- 
ment Association showing the gross 
termination rate each year among 
full-time agents of a substantial 
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group of companies. By 1941, man- 
power shortages were on us, which 
cut down our volume of recruiting 
and stepped up the self-elimination 
of marginal and low-grade pro- 
ducers. Here in a brief period of 
five years, circumstances beyond 
our control drove the agency force 
down another 28%. Moreover, dur- 
ing the last two years volume moved 
sharply up so that the share per 
agent moved from $80,000 to $142,- 
000—an increase for the individual 
(Continued on page 52) 
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“A Ring, a Shoestring and 
Life Insurance... 


A modest beginning . . . but enough for Anne and me. 
With the ring, we'll build a life . . . with the shoestring, 
a business and a home. Life insurance will keep both together 
—if I shouldn’t be here to finish the job. I’m sure glad I 
started my insurance program early. Without it, I'd hardly 
have dared ask her.” 
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In helping young men to start right, and older men to finish 
right—the life insurance underwriter earns, not commissions 
alone, but a respected place in his community. What other 
business can offer so good a living—and so good a life? 


AETNA LIFE INSURANCE COMPANY 


Affiliates: Etna Casualty and Surety Company all 
Automobile Insurance Company -* Standard Fire Insurance Company stag 


HARTFORD 15, CONNECTICUT 


Best’s Life New 










































WCAN never be grateful enough 
d for the field of life insurance sell- 
4 ing as a Career for women—to be 
| a position to make new friends 
Sach day—to adjust our working 
urs to the demands of our indi- 
dual home lives—to know that we 
e doing good wherever we go. 
d yet, because we are simultane- 
sly endeavoring to earn a living, 
have the satisfaction of knowing 
ht each hour sincerely spent will 
entually result in a generous 
ancial compensation. 

It is because I found myself with 
h precious few hours to devote 
selling, and no time to be lost in 
nging in that necessary pay check, 
nt I came to the conclusion that 
there were any “short cuts” in 
s business I must find them. 
Now, I know that none of my 
thods are new and I pass them on 
you only because I have found 
Pse particular ones to be effective 
me. I am constantly discarding 
d adding new ideas with the 
bight always in mind of finding 
p shortest distance from a needed 
pp” to a completed sale and a 
isfied policyowner. 

here are a few ideas, however, 
t I doubt I shall ever discard. 
le is the pre-approach letter and 
other is the use of the telephone 
follow up and arrange for inter- 
ws, 


Schedule 


fonday mornings I send out ten 
fifteen pre-approach letters with 
propriate circulars enclosed. I’ve 
ia great deal of fun and success 
outlining “campaigns” for myself. 
firement policies have been my 
in interest. Young boys have also 
an interesting source of pros- 
s. My letter to them might read : 
ear Dan: 

You are one of the fine young 
S$ in our community whom I am 
Frested in contacting. I believe 
1! would be interested in a Bene- 
kl Savings Plan which has ap- 
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Walnut Park, California 


pealed to some of your friends. I 
would like to arrange for a short 
interview with you some evening 
when your Dad can also be there. 
I shall call you within a few days 
for an appointment.” 

Or the letter might be to Mrs. 
Prospect regarding the importance 
of “wife” insurance. If a man is in 
business, the letter will carry an idea 
on sole “‘proprietorship” or “partner- 
ship.” 

My list of names, by the way, has 
always been from referred leads, and 
so I have the advantage of knowing 
something about the prospect in ad- 
vance. 


Telephone Technique 


An hour or two every Thursday 
evening is devoted to follow-up tele- 
phone calls. My approach is brief 
and direct. I tell my prospect my 
name and that I am calling as a 
representative of Beneficial Life and 
that I would like to arrange for a 
few minutes of his time to go over 
the idea presented in the letter they 
had received a few days ago. My 
purpose is to sell an interview and 
not insurance over the phone, but I 
do try to arouse my prospect’s in- 
terest by telling him that the 
amazing thing about our. programs 
is that they offer such an ideal 
savings plan plus protection. How- 
ever, I impress upon him the fact 
that I want to show him rather than 
sell him. If the immediate prospect 
is not interested, I inquire about 
the other members of the family and 
find that if I have made a favorable 
impression on the phone, very 
frequently there is someone in the 
family in the market for life insur- 
ance, 

Granted an interview, it is an easy 
matter to secure birthdates, and I 
then have the advantage of being 
able to take with me a definite 


"BENEFICIAL SHORT CUTS“ 


program and to interview my pros 
pect under favorable circumstances. 

There are some important things 
to remember in talking over the 
phone. I am no expert, but I do 
know that a voice must have a smile 
in it, be friendly and sincere. Words 
must be clear and simple and non- 
argumentative. It would be a good 
plan to read up on “telephone tech- 
nique” and practice on some friend 
or member of the family, if one is not 
in the habit of using the phone. 

Experience has taught me that the 
time of delivering a policy can be 
the most important time spent with 
our client, and if properly used can 
prove to be beneficial from several 
standpoints : 

1. It is a great time saver to sell 
the client so thoroughly on the value 
of his policy that he will be im 
pressed never to let it go, rather than 
to go back after he has let it lapse 
and try to re-sell it. 

2. This can be a real “harvest 
time” when it comes to securing 
new prospects. 

When I first started selling life 
insurance, I was guilty of hastening 
through the delivery of a policy. 
Sometimes I would stop only long 
enough to ask my client if he would 
like me to go over the points of the 
policy again with him, accept his 
usual reply: “No, I think I under- 
stand it pretty well,” collect the 
premium, thank him and go on my 
way. 


Delivering the Policy 


Now I make quite a ceremony of 
delivering the policy. I show him a 
few declination letters, with the 
names, of course, blotted out. | 
point out that this could have hap- 
pened to him. I explain that in 
order to qualify for a policy a man 
must have not only a good health 
record, but a good business record, 
be of good habits, work in an ap- 
proved occupation, be of good moral 
character, and be financially respon- 


(Continued on the next page) 
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sible. While money can buy almost 
anything else, it cannot buy insur 
ance, unless the applicant is accept- 
able. 

This very much 
congratulated, especially if the policy 
has come through quickly. Then | 
go over the merits of the policy with 
both husband and wife, pointing out 


man is to be 


that if he should die at any time from 
now on, the company will pay off the 
face amount of the policy, and point 
maturity. 
in the event of 
should he have to 
quit, to be sure to consult his agent 
or the company so that he can take 
the forfeiture 
clauses which are available after the 


the 
caution him, 


out advantages at 


Also, 


an emergency or 


advantage of one of 
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nats of the 
PROSTATE GLAND 
A sex gland composed of ichumerable small 
coiled tubes, the prosiate surrounds the ure- 
thea below the bladder. With advancing age 
the gland often enlarges, sometimes ham- 
pering urination. Recent surgical techniques 
make possible the removal ¢: the obstruction 
with minimum discomfort and with nearly 
At left: Enlarged prostate 
before resection of abnormal tissue (dotied 
lines indicate size of pormal prostate. and 
urethra). Below: Abnormal tissue removed. 


100% recovery. 





a asinine” —d 





Development of the resectoscope (one type 
illustrated above) in the 1930's enabled 
temoval of prostatic enlargement without 
abdominal incision and with virwally no 
discomfort to the patient. 
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Tese ction, requires no incision and need 
now hold no fears at any age. 

Modern resection of the prostate is 
typical of today’s technical advances 
in surgery — of the chest, stomach, 
heart, bones, brain and colon. All con- 
tribute much to geriatrics, the science 
of hel - ng ol Ide pe ople enjoy life longer. 
All are helping to give the 40-year-old 
man or woman the promise of at least 
another thirty vears of enjoyable living 

Full enjoyment of these years calle 
for financial solvency, best attained 
through sound program of savings 
and life insurance. Your NWNL agent, 
paid not primarily for how much in- 
surance he sells you but for what you 
keep in force, has a strong interest to 
provide you with exactly the life insur 
ance you need and can afford. 
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| have a autogrg 
and expressions from policyow 
This is not only proving to 
valuable asset at the time of 
interview, but when I ask my ¢ sf e build t 
if he will write a little express Sosa ae 
of what he likes about his po snd alata 
and why he took it, it has aq rogram | 
chological effect. By commit cll 
himself, he sells himself better { 
I could. 


omeday be 
"Bhat some 
ect, | belt 


take 
esponsibil 
youldn’t 1 
At the conclusion of the intery ee how 
I present him with a typed sum 
of his policy for a handy refer 
and a nice wallet to keep it in. ( 
latter, providing the size of pr 
warrants it.) 


t has bee 
vatch that 
hrough tl 
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My observations show that 
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Re ell the insured on the im ott point 
ance of keeping his insurano lo, that s 
force. 


vA 


is a rule 
2. In , 


enable m 
place a larger amount than 
applied for. I suggest at this 
that there is still time to writ 
the company for an_ addits 
amount of insurance under 
original medical. 


some case, rears 2 
nsurance 
he childr 
f the mi 
o be fat 
ut agre 
o them. 
3. A real harvest time. By 
my client satisfied withfeasiest a 
purchase, kindly toward me, angi 
is well. I take this opportunitfmow, it v 
tell him that, if he is satisfied $n time fi 
his contract, I’d appreciate it So often 
would give me the names of § 
of his friends, co-workers, Of Hpolicy, a 
tives who might be interestel itintoa 
seeing such a program. The fnot mat 
jority of my leads come inf20. Alt 
this manner. married. 
There are few important “int@head st: 
catchers” that I have made pagcome ov 
my “standard equipment.” So forestall 
our prospects will put us off gpolicies 
the idea that they have all thq 


feels 


she we 


baby is 


Toa 





surance they want or can affnot to b 
We all have our various ref] may 
Mine is this: I look him rigt pay for 


the eye, and with a smile, say: fthe sam 
Prospect, a famous man once $the prot 
‘A man has three great respomfhigher, 
ties in life. Too frequently hefone tha 
neglect the last two and concéifrates, a 
only on the first, which is to #insuralh 
good a provider for his family of the } 
possibly can. But the other tow a 
just as important in their cateffthose & 
to provide for his family as bé 
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an in the event of his death ; and to 
ETH ovide for the old man he will 
OW smeday be.’ If you will stop to give 
0 Mat some consideration, Mr. Pros- 
of ect, | believe you will agree that if 
y ch ve build to that end we truly have 
presi good foundation on which to live. 
PO\nd when you consider that the 
@ Brogram [| would like to show you 
wnt ll 
ter t 





take care of those last two 
esponsibilities in one package, 
youldn’t it be worth your while to 
terVee how easily it could be done?” 
umng; has been so interesting to me to 
efer@ atch that spark of interest aroused 
















A. (Bhrough this approach. 
it pr 
Overcoming Objections 
Do you have husbands object to 
hat qUsutance on their wives because he 
rat can always take care of her?” And 
_ flo wives use the same excuse? Do 
IMRou point out, as I have learned to 
rami, that statistics show that women 
1s a rule outlive a man four or five 
e Mears? Too often, the husband's 
han Fnsurance is used up by then and 
his Phe children usually have to take care 
writ@{ the mother. It is a grand virtue 
dditi®y be far-sighted. They can’t help 
der Fut agree when this is pointed out 
0 them. 

By# To a young working girl the 
withfeasiest and quickest appeal is that 
e, anfii she were to take a 20 year policy 
tunitfnow, it would mature, probably, just 
fied fin time for her first child’s education. 
e it #So often parents will wait until the 
of Hhaby is born to consider such a 
Of §policy, and then unless they crowd 


restefit into a shorter term, the policy does 
The not mature until the child is about 
> in 20. Although she may not yet be 
married, she can have just the right 
“Gntghead start to make such a policy 
le pagcome out just right. This idea also 
So @iorestalls so many girls’ letting their 
off Gpolicies lapse after marriage. 
Il the 
in aff 
Ss re 


To a young man who is inclined 
not to be interested in life insurance, 
fil may say, “Dan, you are going to 
1 MBpay for this period in your life just 





say: fthe same. Eventually you will need 
mceé Fhe protection, but your rate will be 
spomsfhigher, your occupation may not be 


ly heflone that will entitle you to standard 
oncefl 


rates, and possibly you will be un 
5 to 


imsurable. Why not take advantage 


mily of the bargain rates that you can get 
er tWiinow and have the protection for 
cateéithose extra months or years?” 

as b : 
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Flexible Family 
Income 


The LNL Family Income Plan helps the LNL 


man meet his prospect’s needs, because it is flex- 


ible. 


(1) The special F. I. rider may be added to 
many types of LNL policies, including retirement 
plans. 

(2) A clean-up fund may be provided or omit- 
ted, as desired. 


(3) The plan may provide a monthly income 
of either $10 or $15 per $1,000 of principal 
contract. This unusual feature allows 50% 
more income for the same amount of basic 
contract. 


The flexible service which LNL men can offer 
through this Family Income Plan provides 
another reason why the recent Job Satisfaction 
Study showed exceptionally high satisfaction 
among representatives of The Lincoln National 
Life Insurance Company. 


LNL is geared to help its field men. 


Its Name Indicates Its Character 


The 


LINCOLN NATIONAL 
LIFE INSURANCE COMPANY 


Fort Wayne 1, Indiana 














These are some beneficial short DIRECTOR CHANGES 


cuts, as I have analyzed them, 


through my own experiences in the INCE the publication of the 
short time | have been in this busi- September edition the following 


ness. Beneficial short cuts are some- directors have been elected: Aetna 
thing we are all looking for—in other Life (Conn.), Barclay Robinson, 
words, the shortest distance from lawyer; New York Life (N. Y.), 
an application blank in our kit toa = Mrs. Douglas Horton (Educator) ; 
completed policy delivered and paid Penn Mutual, Henry Bo Bryans 
for in the home of someone who (Utilities) and United American 
has become a friend because of our Life (Colo.), Albert Fo Cruse 
interest. (banker }, 





Diabetes met its master 


in 1921 when insulin, which often controls the dis- 








healthy, active life! 


The diabetic today holds the key to his future 


Successful control of diabetes de- 
pends largely on the closest team- 
work between doctor and patient. 
Most doctors say that the patient 
is the more important member of 
the team. 

The diabetic needs to study his 
disease under his doctor’s guidance. 
He can usually learn to avoid such 
complications as diabetic coma, in- 


sulin reactions, gangrene, and early 
degenerative changes in the arteries, 
the heart, and the kidneys. Above 
all, he can learn how to fit his 
special diabetic requirements 
into a normal pattern of happy 
living. 

For further information about this 
disease, send for Metropolitan’s free 


booklet 117T, ‘‘Diabetes.”’ 


TO VETERANS—IF YOU HAVE NATIONAL SERVICE LIFE INSURANCE —KEEP IT! 


can look 


forward to a 


Metropolitan Life 
Insurance Company 
(4 MUTUAL COMPANY) 
{ ‘ 
Frederick H. Ecker, S 


Leroy A. Lincoln, presipent 


1 Mapison Ave., New York 10, N.Y. 
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Tuis advertisement is one of a continu- 
ing series sponsored by Metropolitan in 
the interest of our national health and 
welfare. It is appearing in two colors in 
magazines with a total circulation in 
excess of 30,000,000, including Collier's, 
Time, Saturday Evening Post, Ladies’ 
Home Journal, Good Housekeeping, Cos- 
mopolitan, McCall's, American Magazine, 
Woman’s Home Companion, National 
Geographic, Parents’ and Redbook. 
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RACTICALLY every life in- 
surance agent has been asked by 
one of his clients, “Jack, where 
an I get a loan on my home?” In 
n effort to satisfy his client, the life 
nsurance agent turns into a com- 
ination realtor, mortgage man and 
ommercial banker, with the result 
hat the agent has mis-used a great 
eal of his own valuable time and 
robably hasn’t helped his client too 
uch. Other agents drop this ques- 
ion like a “hot potato,” and frankly 
dmit they don’t know much about 

Many of our best clients are life 
surance agents, and they bring us 
any of our finest mortgages. It is 
) life insurance counsellors in gen- 
ral that we offer these suggestions 
‘ith the hope that these will enable 
hem to better serve their own 
lients when discussing real estate 
nd mortgage problems. For fifty- 
our years we have been negotiat- 
ig mortgage loans for many of the 
ading life insurance companies in 
he country, and during this time 
any of these loans have been for 
lients brought to us by life insur- 
nce 













agents. Seeing both sides of 
iis picture, we offer these sugges- 


ions to the life insurance agent. 


Meet Your Mortgage Loan 
Correspondent 


Your own company probably has 
mortgage loan correspondent in 
our city. He represents your com- 
any in the loaning of its funds on 
eal estate security just as you do in 
ie counselling and writing of life 
isurance. Go to his office, find out 
enerally what he can do for your 
lients, then take your clients to him. 
‘his personal association will pro 
ide your clients with a good intro 
uction which many times assures 
lem of prompt and efficient atten 
on. If your company does not loan 
1 your particular city for one of 





‘veral good reasons, then select two 
lrtgage bankers representing well- 
MBiown life 


insurance companies, 
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by ROBERT H. PEASE 


Robert H. Pease is Vice-President 
of Draper and Kramer, Incorporated, 
which firm represents the Aetna Life 
Insurance Company and the New 
York Life Insurance Company as 
mortgage loan correspondent in Met- 
ropolitan Chicago. He has a Ph.B. 
degree, a Master's Degree from the 
University of Chicago and is a guest 
lecturer in Finance and Investments 
at the Graduate School of Business 
Administration at the University of 
Chicago. He is a committee member 
of the Mortgage Bankers Association 
of America, Chicago Real Estate 
Board, Metropolitan Homebuilders’ 
Association, and a Senior Member of 
the Society of Residential Appraisers. 





meet them and learn their require- 
ments, then personally send your 
clients to them. When your client 
asks you for a recommendation, you 
assume some responsibility for his 
treatment by the mortgage lender. 
For that reason, personal contact by 
you with the lending agency is im- 
portant—know him, let him know 
you as a medium for obtaining high 
grade loans from selected borrow- 
ers. ; 

When I say you should know your 
mortgage loan correspondent, I do 
not mean that you should try to 
know his business. If a friend asked 
my advice on life insurance, | be- 
lieve the most I should do would be 
to send him to an agent for a good 
company and tell him to present his 
problem and seek the agent’s advice 
on how to best solve it. It is not my 
right to tell him to get all ordinary 
life or part-term and part twenty- 
pay-life insurance. By the same 
analogy, don’t you, as a life agent, 
advise your client on mortgage in- 
terest rates, term of loan or prepay- 
ment privilege? That is a dangerous 
practice in normal times, but in this 
confused real estate market of high 
building costs and high sales prices, 


) WORTGAGES AND AGENTS 


such a practice will likely result in 
very poor advice to your client by 
you. Your procedure should be this, 
“Mr. Graham, I know the mortgage 
loan correspondent in town for our 
company. Let us go over and see 
him, present your problem and ob- 
tain for you the best possible mort- 
gage.” 
Should It Be an FHA, VA or 


Conventional Loan? 


If your client is a veteran, it is our 
recommendation that he should try 
to obtain a veteran’s loan, if at all 
possible. This is the best proposi- 
tion available in the mortgage busi- 
ness, and your advice to him should 
be to get a veteran’s loan (501). 
This is a 4% interest loan, without 
commission, and is a very attractive 
mortgage. There is, however, one 
pitfall that may arise and that is the 
question of the appraised value of 
the property as ascertained by the 
VA Appraiser. Always have your 
property appraised by the VA be- 
fore your client makes any commit- 
ments beyond a contract conditional 
on a satisfactory loan. As to whether 
the mortgage will be an FHA loan 
or a life insurance company loan, 
that question should be left up to 
your mortgage loan correspondent. 
This is a mixed-up time in the real 
estate mortgage business, and you as 
a life insurance agent have enough 
trouble in your own field without 
getting into worse problems in an 
other field. Your mortgage loan cor- 
respondent should be making FHA, 
VA and Loans, and 
leave it up to him to advise your 
client as to which one of these he 
can obtain and which best 
satisfy his requirements. 


Conventional 


would 


Real estate is a commodity that 
is widely held and everyone is prone 
to give an opinion about its value. 
We all learned our lesson in the 
early thirties about sounding off as 
an expert on the stock market ; now, 
of all times, keep your opinions to 


(Continued on the next page 
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Mortgages—Continued 


yourself on real estate values. li 
your client has paid $18,000 for a 
home, do not assume that he can ob- 
tain a loan for $11,500.00. Life in- 
surance companies are not following 
the rising sales market with propor- 
tionally high mortgages. (In my 
opinion they are being smart—not 
conservative. Do not forget that 
they are investing the funds which 


you personally have brought to 
them.) Your best answer to this 


question about values is this, “Mr. 
Warner, this market is at a level 
where even the experts are not cer- 
tain of values. The best thing to do 
is to consult our loan correspondent, 
for he can tell us exactly how large 
a mortgage you may obtain on your 
property.” 





Many people are being approached 
to switch their mortgage from one 
company to another to have one- 
half per cent a year. It may well be 
that they are entitled to it, but your 
advice to them should be, “Mr. 
Campbell, | suggest you go to your 
present mortgage holder and discuss 
with him a proposed interest reduc- 
tion.” If your client has a $5,000 
mortgage at 414% interest, and 
someone offers to rewrite it at 4% 
interest, this may be the result: 

Switching life insurance is gen- 
Savings on $5,000 which 

is to be paid off in the 


next seven years $ 87.50 
Expenses for rewriting 

loan $45.00 
Premium for Prepay- 

ment 75.00 


$120.00 


tf? 


Net loss on the transaction 32.50 
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SELECTIVITY... 


More plans for more people. ' 
More sales for ANICO men. | 
Test ANICO by these 3 of its many 


1. A range of policies, life and annuities 
more 


2. Rates that compare more than favor- 


deferred annuities, 

Salary Savings, and Pension Trust | 
Plans, Settlement Option Service. 

Ask ANICO or any ANICO Representa- | 


Write Vice President 


Amerttcan Nationakt 
INSURANCE COMPANY 


L 














sales to more 





‘$1,500,000,000 
URANCE IN FORCE 











Moody, Jr.. President 
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erally a poor policy and_ shiftin 


mortgages should never be do 
without consulting the holder of 
present mortgage. Your advice ma 
save your client from making an uy 
wise change or at least will help hi 
to obtain the best proposition avail 
able in the market. 


What Can You Expect from Yog 
Company's Mortgage Loan 
Correspondent? 














Prompt action for client’s applic 
tion, careful and courteous trea 
ment whether or not the loan j 
made—certainly all of these an 
more. Suppose one of your g 
clients wants to borrow on his lif 
insurance to buy a piece of re 
estate. Do you advise him on t 
real estate? Not if you are sma 
Take him to your mortgage loa 
correspondent for an independe 
word of advice on the real esta 
market and on the particular pro 
erty. It is of no consequence th 
the mortgage banker is not going t 
make a loan, for he is your mortgag 
banker and as such will be glad t 
help your client. Suppose you brin 
your client in with a loan on a fa¢ 
tory building, only to learn that you 
company does not loan on industri 
real estate. Does that end the inter 
view? You can expect your loa 
correspondent to advice your clien 
on where the loan can be placed an 
on about what terms you can expect 
Your relationship with your mort 
gage loan correspondent should } 
that of two professional men advis 
ing each other on the problem 
within their respective fields and o 
treating the other’s client as his ow 
friend. 

Your job as a life insurance coun 
sellor is to provide the best servic 
for your client on any problem tha 
he brings to you. If it is a mortgag 
loan, then turn to an expert in thi 
field—that expert is your company 
mortgage loan correspondent. Me@ 
him, place your problem before hit 
on every occasion and so best serv 
your client and yourself, 


The child was out visiting with her mothe 
The stay was lengthy and the little girl becam 
restless. 


""Mother—,"' she said. 
““Mary,"' rebuked the mother, “'it's rude | 
interrupt while I'm speaking; you should wé 


until | finish." 


“But,"’ said the child, ‘you don't finish.” 


Best’s Life New 





iS 
SO 
be 
charm 
mecha 
little | 
those 
sales ' 
young 
under 
in sell 
Ext 
“char 
antne: 
resin 
thoug 
smile: 
meth« 
war, 
secret 
wome 
tough 
whee 
fast 
O1 
and. | 
but | 
efficte 
job, 
N( 
I sai 
ties | 
“fitte 
adap 
chan 
chan 
thing 
pers 
one 
othe 


fk 
sidy 
plug 
23r¢ 
vert 
mos 
gray 

i. 
wee 
to a 
wer 
sale 


Nov 





i fti 

d 
of 
e mai 
nN un 
p hi 
avail 


o 


Yo 


an 


»plicd 
treaj 
an | 
e an 

200 
is lif 
f re 
yn t 
sma 
> loa 
ende 
estat 
pro 
e tha 
ing t 
rtgag 
lad t 
brin 
a fac 
t you 
ustrid 
inter 
r loa 
clier 
ac] a 
xpecl 
mort 
ald by 
advis 
yblem 
and 0 
iS Owl 


coun 
Servic 
m a 
rtgag 
in thi 
pany 

Med 
re hin 


[ Ste 


mothe 
beca' 


rude ‘ 
uld wa 
sh." 


ep New 





ISTEN, bud, toin off de poi- 

sonality. 1 ain’t in no mood to 

be overcome by dat goilish 
charm!” So snorted a greasy handed 
mechanic, operator of a flourishing 
little die and pattern shop. With 
those blunt words he ruined the 
sales approach of one of the many 
young men who so disastrously mis- 
understood the part of personality 
in selling. 

Exuding what he thought was 
“charm,” with the sticky unpleas- 
antness of a cut pine bough exuding 
resinous sap, this misled salesman 
thought to win his way by suavity, 
smiles and studied politeness. The 
method had worked well, before the 
war, in overcoming stenographers, 
secretaries and other business 
women; transplanted to the rough, 
tough world of selling grinding 
wheels, it made enemies almost as 
fast as the salesman made calls. 

Our personalities are essential 
and highly valuable “selling tools,” 
but like all other tools they produce 
efficiently only when fitted to the 
0b, 

NOTE: I say “fitted to the job.” 
I said nothing about our personali- 
ties being “born” to the job. I say 
“fitted” because smart salesmen 
adapt their personalities to suit 
changing needs as their selling jobs 
change. There is absolutely no such 
thing as a “sales personality”; the 
personality that fails miserably at 
one job is highly productive on an- 
other job. 


"Big Money" Man 


Take the example of Cassius Cas- 
sidy. Cass Cass (as he was called) 
plugged away from his 20th to his 
23rd year, selling a cheap little ad- 
vertising service that consisted 
mostly of inexpensive mimeo- 
graphed handbills and circulars. 

He worked 6 full days a week, 52 
weeks a year but never made enough 
to afford a vacation. So his friends 
were astonished when he joined the 
sales staff of a large advertising 


November 1, 1947 


by L. C. BROWNSON 


The author describes in fast-moving 
style how salesmen can make their 
personalities "richly productive selling 
tools," pointing out how smart sales- 
men can adapt their personalities to 
suit changing needs as their selling 
jobs change. You'll also enjoy read- 
ing the lively, interesting "case histo- 
ries" of Cass Cassidy and Jess Falto 
which the author introduces to “prove 
his point." 





agency that handles no accounts 
spending less than $100,000 a year. 
“How on earth did Cass Cass ever 
talk himself on to that job?” they 
asked; adding, “He won’t last 90 
days on a high class job like that.” 

But he did last much more than 
90 days; in fact he is still there after 
9 years and is one of the most pros- 
perous men of the agency staff. 

How did he do it? Simply by 
changing to a job which his natural 
personality fitted better. On his first 
job Cass had to think, talk, plan 
and work in terms of “nickels and 
dimes.”” Money saving and cheap- 
ness were his principal sales appeals. 
3ut hard as Cass might try, his Irish 
exuberance and optimism simply did 
not fit that kind of business. 

He was constantly trying to sell 
his clients on a good job of adver- 
tising; always trying to persuade 
them that nothing would pay such 
big returns as plenty of advertising. 
But the people who wanted his kind 
of service were not people who 
would ever “shoot the works” on 
anything. They looked on Cass as a 
gambler, full of unsafe ideas and 
reckless with their cash. So in their 
eyes, he had a “poor personality.” 
(Which simply means they had a 
poor opinion of him. “Personality” 
always is what OTHERS think of 
us; never what we think of our- 
selves.) 

But when Cass went to work on 
big advertisers, he “talked their lan- 
guage.” They think in terms of re- 
sults, big money, business chances 


NP} om PIU CT 


shrewdly taken for big returns. 
That was the way Cass liked to do 
business. So those big advertisers 
said, “That boy has a wonderful 
personality!” And the very traits 
that prevented him from selling the 
small advertisers were his greatest 
help in selling the big advertisers. 


Interesting "Glamour Boy" 


This same truth, that “person- 
ality” becomes productive according 
to its fitness for the particular sell- 
ing job, is further illustrated by the 
experiences of Jess Falto. Jess was 
naturally as full of aggressiveness as 
a nut is of meat; so when he started 
to sell, he decided he would sell only 
the biggest firms and would call 
only on the chief executives. 

Someone told Jess that the way to 
sell is to “impress your personality 
on the prospect.” Another adviser 
informed him that a prospect never 
listens until he is relaxed. So Jess 
concocted his own schemes to “re- 
lax the prospects” and to “impress 
his personality” on them. 


A Good 25¢ Cigar 


That scheme consisted of thrust- 
ing a 25c cigar (prewar price) upon 
his prospect immediately and force- 
fully, permitting no objections. 
Then he lighted the cigar for the be- 
dazzled prospect and urged him to 
“sit back and enjoy a good smoke.” 

3ut, to his amazement, 25c cigars 
did not overcome his prospects. Also 
they seemed incapable of relaxing. 
Sales stayed at the zero mark. 

So, forced by necessity to sell 
something to someone or give up the 
habit of eating, this “glamour boy” 
called upon the owner of a potato 
chip and nut business. This man had 
been on everyone's C.O.D. list for 
years while his business grew. No 
salesman had considered his orders 
worth much. Now his business was 
prospering, but no one seemed to 
realize his hard won importance. 

(Continued on the next page) 
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Personality—Continued 


Then there descended upon this 
man our salesman with the 25c 
cigar. The plant owner was flat- 
tered, delighted, more than willing 
to relax and enjoy the only good 
cigar anyone had given him in years. 
He willingly signed an order for 
several hundred dollars worth of 
stationery. 





NO 
POLICYHOLDERS 














One may HOLD something 
temporarily, but OWNERSHIP 
denotes permanency. 


Pride in OWNERSHIP is instinc- 
tive, and The Life Insurance 
Company of Virginia wants 
every one of its clients to feel 
that every premium they deposit 
with this Company is a part 
payment on the most valuable 
piece of property they can own. 


For these reasons, Life of 
Virginia, over a long span of 
years, has considered its clients 
not as policyHOLDERS, but 
policyOWNERS, and has so 
referred to them —a practice 
commended to all companies, 
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Reassured that his “personality” 
was really working for him at last, 
Jess breezed in on his next prospect. 
His second prospect and the third 
and fourth were also comparatively 
small business men and unused to 
prosperous, well dressed salesmen 
giving away good cigars. Two more 
good orders resulted; the fourth 
prospect did not smoke. 

Elated over his good earnings, our 
“glamour boy” stayed with the 
smaller prospects. Gradually he 
built a list of customers; men will- 
ing to listen in exchange for better 
cigars than they would buy for them- 
selves. 

The big executives rated this sales 
man as “a loud, mouthy pest trying 
to buy business with a few cheap 
cigars.” The small business men 
rated him as “sort of high pressure 
but a pretty good fellow at that.” 

Since the war, this “personality 
salesman” has shifted to selling a 
new machine tool; something radi- 
cally different in its field. He shifted 
for the same reason so many sales- 
men change; the unit of sale is 
large, commissions high and the 
promise of big earnings is allur- 
ing. 

But he is falling flat. Why? 
Simply because the “personality” he 
so carefully cultivated for years in 
the stationery business cannot pro- 
duce on the new job. 


Personality Changes 


“Relaxing” a busy manufac- 
turer with a good cigar is no way 
to sell him machinery that requires 
an investment of several thousand 
dollars and necessitates several far- 
reaching changes in _ production 
methods. No manufacturer cas- 
ually decides to upset his established 
operations; nor lets well proved, 
old machinery drift out of produc- 
tion on a cloud of tobacco smoke. 

The buyer’s attitude is far differ- 
ent than it is when placing an order 
for stationery that is a regular pur- 
chase and must be bought from one 
salesman if not from another. 

It makes little difference whose 
stationery is bought. One brand is 
just about as good per dollar as 
another. But one can make damag- 
ing mistakes when buying produc- 
tion machinery; so it is a serious 
matter to be studied carefully and 


weighed thoughtfully. Buyers nat- 
urally resented what they interpreted 
as attempts to “glad hand” them into 
buying quickly and without inves- 
tigation. So the more the salesman 
tried to “relax” them, the less they 
would relax. 

Since Jess has not yet learned how 
to make his personality productive, 
he probably will fail on his next job, 
He, like so many others, does not 
yet see that a salesman can and must 
change his personality to suit the 
buyer’s attitude. Then and then only 
can your personality really produce! 

It is not difficult to adapt your 
personality to differing needs. The 
first and greatest step is to stop 
looking at the thing you sell, stop 
thinking about the easy money you 
want to make, and fix your attention 
closely on your prospect. 


All Differ 


Consider HOW he buys the par- 
ticular sort of thing you sell. 

No man buys everything in the 
same attitude of mind. Note the 
familiar figure who pares every last 
penny from a grocery order, then 
gladly spends five times the cost of 
the groceries for a few cases of beer. 
What a difference in his attitudes. 
He wants his grocer to be thrifty, 
watchful, constantly offering the 
most goods for the least money. But 
he wants his beer supplier to be 
jovial, open handed and easy going. 
Why? Because he, Mr. Average 
Buyer, is, himself, two different 
people when he buys these two 
different commodities. 

So he expects those who sell him 
to be different, to have different 
“personalities.” 

To make YOUR personality pro- 
duce for you, study your buyer and 
his typical attitude toward buying 
the kind of things you sell. Does he 
buy them for resale? Then he wants 
a salesman who talks profits, turn- 
over, consumer demand. Does he 
buy them for prestige? Then he 
wants a salesman who’s skilfully 
“snooty.” Does he buy them for 
pleasure? Then he wants a jovial 
salesman. Ask yourself just such 
simple questions; then you, too, can 
make your personality a richly pro- 
ductive selling tool. 


Reprinted from 


“Opportunity,” by 
permission, 


special 
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THE NORTHWESTERN MUTUAL 


is proud that 


one hundred thirty-two of its career underwriters 





qualified for the Million Dollar Round Table 
of the National Association of Life Underwriters 


in their club year 1946-1947 
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INTERNATIONAL CLAIM ASSOCIATION 


New Officers 


ALTER E. Trout, Penn Mu- 

tual Life Insurance Company, 
Philadelphia, was elected President 
of the International Claim Associa- 
tion at the closing session of its 38th 
Annual Conference held at the New 
Ocean House, Swampscott, Mass. in 
Sept. Lee Wilks, Lincoln National 
Life Insurance Company, Fort 
Wayne, Indiana, was elected Vice 
President. Louis L. Graham, Busi- 
ness Men’s Assurance Company, 
Kansas City, Missouri, and F. L. 


Company, Toronto, John A. Blanch- 
field, Aetna Life Insurance Com- 
pany, Hartford, T. Loyal Anderson, 
Federal Life Insurance Company, 
Chicago, and Ralph Heller, Pru- 
dential Insurance Company, New- 
ark. 


L.O.M.A. 
New Officers 


New York and five new members of 
the board of directors. They in- 
cluded Charles H. Bader, actuary 
and assistant secretary of the Inter- 
state Life and Accident Co. of Chat- 
tanooga, Tenn.; Merrill R. Tabor, 
assistant secretary of the Berkshire 
Life Insurance Co. of Pittsfield, 
Mass.; John A. Mayer, secretary of 
the Penn Mutual Life Insurance Co, 
of Philadelphia, Pa.; Earle W., 
Pierce, treasurer of the Beneficial 
Life Insurance Co. of Salt Lake 
City, Utah and Ralph R. Coombs, 
second vice-president of the Massa- 
chusetts Mutual Life Insurance Co, 
of Springfield, Mass. 















Templeman, Maryland Casualty OBERT C. KNEIL of Pitts- All new directors will serve for 
Company, Baltimore, were returned burgh, vice-president of the Re- two-year terms except Mr. Coombs, 
to office as Secretary and Treasurer, liance Life Insurance Company was_ who replaces Mr. Allen and _ will 
respectively. elected president of the Life Office serve for one year. Retiring direc- 
William N. Hutchison, New York Management Association at the tors include James B. Slimmon of 
Life Insurance Company, New annual meeting, to succeed Horace the Aetna Life Insurance Co.; J. E. 
York, was re-elected Chairman of W. Foskett, financial vice-president Acuff of Life and Casualty ; Dwight 
the Executive Committee, and the of the Equitable Life of Iowa. N. Clark of Phoenix Mutual; Gil 
following were elected to the Execu- Other officers elected were vice- bert C. Clark of Equitable Life of 
tive Committee—James N. Cun- president, J. Finlay Allen, secretary Washington, D. C. and Homer O, 
ningham, Crown Life Insurance of the Home Life Insurance Co. of | White of Fidelity Mutual. 
VYlourished by VITAMIN “S” , 
Starting from scratch in November 1945, State Mutual’s IBS | | S 
Group Department has shown an almost unbelievable growth. 
Fed by Vitamin “S” .... that’s the sales vitamin compounded 
from a large volume of quality business received from many 133 Ofte aT it IN| S 
sources .... its rapid rise is one of the outstanding organi- 
zational achievements in the Group Insurance field. For the 
first six months of this year, State Mutual Group Life sales 
were 106% of the sales for the entire year 1946. 
be yg scarps coverage, — accounting Best's Weekly Insurance Bulletins (Fire, 
rocedure, fast, irien y Claim servi an on * 
on its toes, STATE MUTUAL IS DOING THINGS in the Casualty, General or Life) on your desk 
Gone Sal a to olan. each Monday morning—a review of all 
happenings of importance in the insur- 
ance world. Instructive, concise, accu- 
rate and authoritative. | 
BEST SELLER $7.50 A YEAR | 
For either Life, 
Fire and General, 
Casualty and General 
STATE*>MUTUAL: LIFE 
Sieeaes Company ALFRED M. BEST COMPANY, INC. | 
75 Fulton Street New York 7, N. Y. 
OF WORCESTER, MASSACHUSETTS 
Incorporated 1844 
j AN OLD COMPANY WITH A YOUTHFUL OUTLOOK t 
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INDUMAIAL INSURER 


TRIKE from mankind the 

principles of faith, and man 

would have no more history 
than a flock of sheep.” Louis Phil- 
lips knew this. He realized, too, that 
mutual respect for ideals could be 
more easily accomplished by bring- 
ing men together. He believed that 
friendships, harmony, and good will 
could exist even in an aggressive and 
highly competitive atmosphere. 

But we are getting ahead of our 
story. Let us go back to the early 
part of this century, say 1910. The 
industrial life and health business 
was in its earliest stages in the south. 
There is no hesitancy now upon the 
part of some of those insurance pio- 
neers to admit that the problems and 
perplexities of the time established 
a reputation for sharp practices and 
unethical methods. “Most every 
company was started by an agent or 
employee who was dissatisfied with 
what he was receiving from the com- 
pany he was working for.” Only 
a very few of the company execu- 
tives were acquainted with each 
other. They knew one another by 
reputation, and that, having been 
colored by competitive feelings and 
coming as it did secondhanded, was 
none too favorable. 


Louis Phillips Founder 


It was in such a state of affairs 
that Louis Phillips, then on the 
staff of the old INSURANCE 
HERALD (and now fondly re- 
ferred to as the Father of IIC), 
issued a call for what may be termed 
a “harmony” meeting. It is of inter- 
est to note that the invitations were 
individual in nature without the in- 
tended purpose of the meeting stated 
and with no person knowing that 
the other had been invited. Suspi- 
cion was most evident at this pre- 
liminary session held in Mobile, 
Alabama, with each person afraid 
that the other might gain some ad- 
vantage. This feeling soon gave 
way to a full appreciation of mu- 
tual problems and a realization of 
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by MARTIN B. WILLIAMS 


Executive Director 


the fact that individually they had 
the same general hopes, plans, and 
objectives for the future good of 
the business. After a day’s associa- 
tion, those present “signified their 
willingness to become members of 
an organization that promised to be 
in the best interest of all concerned.” 

A meeting of interested companies 
was called at Atlanta, Georgia, on 
December 8, 1910, and the “‘South- 
ern Casualty and Surety Confer- 
ence” was formed. The organization 
was composed of sickness and acci- 
dent, fire, and casualty companies. 
The eighteen charter members stated 
their aims and purposes to be “the 





The author is well qualified for his 
present position. A relatively young 
man (34), he was most active in col- 
lege affairs (Duke '35) and continued 
these activities while working for an 
insurance company in Richmond. He 
has been president of both Richmond 
and the State of Virginia Junior 
Chamber of Commerce as well as a 
National Director. He has also quali- 
fied as the most outstanding young 
man in Richmond in 1940 and in Vir- 
ginia in 1942. With this type of Exec- 
utive Director the Conference should 
make progress. 


MERA 


cultivation of friendship, the pro- 
motion of harmony, and the better- 
ment of conditions affecting those 
particlular classes of 
throughout the south.” 


business 


Present Name Adopted 


It soon became apparent that, as 
far as company operation was con- 
cerned, there was little in common 
between the life, fire, and casualty 
classes of business. There was a 
growing feeling that the greatest 
opportunity for development lay in 
a field that was not represented in 
the south by any industrial life and 
health organization. Consequently, 
the organization at its 1917 meeting 
held in Columbia, South Carolina, 
voted to change its name to “South- 
ern Industrial Insurers’ 
ence.” 

The steady growth of the organi- 
zation soon led to inclusion of mem- 
bers from other sections of the 
country, and in 1925, the word 
“Southern” was dropped. The “In- 
dustrial Insurers Conference,” as 
it is known today, constitutes sixty- 
seven life and combination life com- 
panies domiciled in twenty-one 
states and the District of Columbia. 

The Conference has been unique 


Confer- 


among business associations in that 
its members did not measure its 
progress in material developments, 
but in the advancement of business 
ideals, the cultivation of friendships, 
and a free interchange of informa- 
tion. In fact, there has never been 
a membership drive in the organiza- 
tion; but the organization has 
steadily grown through the personal 
contact of the members and their 
association with other companies. 
While not attempting to parallel 
other trade associations in specific 
service to its member companies, 
the organization has a long and 
brilliant history of achievement. It 
has been ever alert to recognize and 
participate in changes in the busi- 
ness and to join hands with all in- 


(Continued on the next page) 
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Industrial Insurer—Continued 


terested parties in any effort toward 
making the industry of insurance 
more worthy of its great public 
trust. 


New Service 


Not satisfied, however, that the 
represented the best 
that its membership could offer, a 
call was issued at the 37th annual 
meeting in Biloxi, Mississippi, for 
further activation and a fuller par- 
ticipation in its possible field of en- 


organization 


deavor. A desire existed to build 
into the organization a clearing 
house for information that would 


assist its members in being better 
qualified to meet the ever increasing 
needs of the day. Dues were in- 
creased to properly statf the head- 
quarters office. The office which was 
located in Atlanta, until 
July 1, 1946, was closed, and Exec- 
Offices transferred to Rich- 
mond, Virginia. A carefully planned 


study was begun to establish a serv- 


Georgia, 


utive 


ice to combination companies—a 
service which did not duplicate or 
overlap that of other associations or 
organizations. 

the duties of the 
newly appointed Executive Secre- 
tary was a request of the Executive 
Coninittee that he visit each member 
company, discuss their plans and 
programs, find out how the Con- 
ference could help them most, and 
obtain their ideas, recommendations, 
and suggestions. In addition to or- 
ganizing the other necessary func- 
tions of a Central Office, the Ex- 
ecutive Secretary has been able to 
work into his program thirty-three 
such visits with member companies. 
A detailed report is completed on 
each visit, which will prove invalu- 
able in the company-headquarters 
relationship. 


One of first 


Legislation and News Covered 


In a little over a year, this reac- 
tivation is already bearing fruit. The 
38th annual meeting held at 


the 
Cavalier Hotel, Virginia Beach, Vir- 
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ginia, in May of this year was th 
largest attended in the history of th 
Conference. In the opinion of thos 
attending it was said to be the mos 
successful one to date. Beginnin; 
with January 1, 1947, a legislatiy 
service was bulletined to the mem 
bership, and a weekly News Lette; 
was established. Periodic surveys 0 
company operations and _ practice 
are being conducted in accordaneg 
with express wishes of the membe 
companies. A full and. freer inter 
change of information and ideas ha 
resulted. There has been in the las 
year a 10 per cent increase in ney 
members, indicating the value tha 
is being placed in the Conference }j 
individual companies. . 

A long range program has been 
adopted, which in development wil 
create an organization designed ‘t 
take its proper place in the busines: 
This long range planning calls fo; 
adding to the headquarters staf 
legal talent, actuarial assistance, and 
additional clerical help to complet 
the functions of a_ well-rounded 
trade association office. As the nee 
arises, agency contracts,  polic 
forms, etc., will be catalogued an 
data gathered to be disseminated t 
the membership, 
the public. 


the industry, an 


Industrial Insurers Conference is 
looking forward to the future witl 
much enthusiasm. In many ip 
stances, a new generation is_ hea¢- 
ing member companies who know 
little of the turbulent past. Old an 
young alike are joining hands in the 
continuous job of holding high the 
best standards of the insurance busi 
ness. Together they are remolding 
an organization that will retain the 
ideals, friendships, and_ tradition 
on which it founded and ar 
supplementing it with a service tha 
will meet the growing problems 6! 
today and tomorrow. 


Was 


CONVENTIONS AHEAD 


Agency Management Association, Novem 
ber 12-14, Edgewater Beach Hotel, Chicago 
ill. 

National Association of Insurance Com 
missioners, December 7-10, Flamingo Hote 
Miami Beach, Fla. 


Life Insurance Association of America 
December 11, 12, Waldorf-Astoria, Ne 
York, N. Y. 


Institute of Life Insurance, December 19 
Waldorf-Astoria, New York, N. Y. 
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a oS 
infor 
subje 
exemp' 
payabl 
to whi 
miums 
includi 
at de 
will | 
paid 1 
matter 
jecturt 
issued 
missio 
Reven 
in the 
curre! 
Comn 
ruling 
deal « 
of th 
issuer 
first. 


Th 
itself 
1947, 
Was | 

W 
miun 
anotl 
other 
the 7 
been 
in ea 
quest 
cited 
effec 
1942 
ceed: 
TOS 
resp 
sure 
or 11 
enti 
dire 


spel 


Nowe 












S] thq 
f thd 
thos 
mos 
Ning 
lativ¢ 
mem 
etter 
‘YS of 
Ctice 
danc¢ 
‘mbey 
inter. 


beer 
t wil 
ed 't 
iness 
Is fof 
stafi 
e, and 
nplet: 
unded 
> nee 
polic: 
d an 
ted t 
, an 


nce i 
> wit! 
vy it 
head 
know 
id an 
in the 
rh the 
> busi 
olding 
in the 
litions 
1d ar 
‘e tha 
ms 0! 


4D 


Novem 
shicage 


e Cor 
> Hote 


\merice 
a, Nev 


iber 19 


» News 











ESTATES & TAXES 





Buy — Sell Agreements 


T IS common knowledge among 
informed life underwriters that, 
subject to the $60,000. estate tax 
exemption, life insurance proceeds 
payable under policies with respect 
to which an insured pays the pre- 
miums directly or indirectly are 
includible in his gross taxable estate 
at death.t Just when premiums 
will be considered to have been 
paid indirectly by an insured is a 
matter subject to considerable con- 
jecture.* A special ruling letter 
issued by D. S. Bliss, Deputy Com- 
missioner of the Bureau of Internal 
Revenue * which recently appeared 
in the published tax service gives 
current indication of how far the 
Commissioner is inclined to go. This 
ruling immediately caused a great 
deal of misunderstanding. Because 
of this fact, a second ruling was 
issued in an attempt to clarify the 
first. 


Special Ruling Letter 


The earlier Ruling concerned 
itself with a letter dated June 3, 
1947, in which the following inquiry 
was submitted : 

Where one partner pays the pre- 
miums on a policy on the life of 
another, in consideration the 
other partner doing the same, will 
the premiums be considered to have 
been paid indirectly by the insured 
in each case? In responding to the 
question, the Commissioner _ first 
cited T.D. 5239.4. He noted that 
effective with the enactment of the 
1942 Revenue Act,’ insurance pro- 
ceeds are includible in a decedent's 
estate under with 
respect to which the deceased in 
sured paid premiums either directly 
or indirectly. Then, narrowing the 
entire issue down to the word “in 
directly,” the Deputy Commissioner 


for 


gross pe jlicies 


spelled out an indirect payment of 
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by SAMUEL J. FOOSANER 


premiums by the insured through a 
reciprocal transaction. In support of 
this position, he cited the case of 
Lehman vy. Commissioner.® 


Lehman Case Not Full Responsive 


The Lehman involves “re- 
ciprocal” or “cross” trusts. In that 
case, in 1930, the decedent created 
two irrevocable trusts for the benefit 
of his brother for life, with re- 
mainder to his brother’s descendants. 
Simultaneously, decedent’s brother 
executed similar trusts with a life 
estate for the benefit of the decedent 
with the remainder to 
descendants. In the each 
trust, the life beneficiary had the 
right to withdraw $75,000. from 


case 


decedent's 
case of 





Mr. Foosaner, Counsellor at Law special- 
izing in Federal Tax, Life Insurance, Estate 
and co-related law was formerly chairman, 
Committee on Federal Taxation, New Jersey 
State Bar Association; is Special Tax Lecturer, 
Practicing Law Institute, New York Univer- 
sity, Rhode Island State College and the 
University of Miami. He is contributing Tax 
Editor for “Trusts and Estates’ and has 
written extensively on taxes for law journals 
and on occasion some of these articles have 
been reprinted in this magazine. 


Thus, under the two 
trusts created by decedent’s brother, 
of which life bene- 
ficiary, decedent had the right to 
withdraw a total of $150,000.00 in 
principal. This right of withdrawal 
was never exercised. The Board of 
Tax Appeals,’ 39 B.T.A. 17, held 
that the decedent’s right to withdraw 
$150,000.00 principal, rendered that 
amount includible in his gross estate, 
on ground that he, in effect, retained 
the power to alter, amend, or revoke 
the trust to the extent of $150,- 
000.00. The Second Circuit af- 
firmed, and the Supreme Court hav- 
ing denied a writ of certiorari, the 
Soard’s decision stood. The reason- 


principal. 


decedent was 


ing of the decision is that a person 
who furnishes the consideration with 
which to create a trust is the creator 
of that trust even though, in form, it 
is created by another. Disregarding 
the form and searching out the sub- 
stance or reality of the transaction, 
the Court held that the situation was 
no different than if decedent and his 
brother had each established trusts 
for his own benefit. 


Second Ruling 


The confusion caused by the Com 
missioner’s first Ruling required the 
issuance of a second Ruling.. To 
clarify the Treasury's position, the 
Deputy Commissioner stated: “As 
to whether a particular arrangement 
is of a reciprocal nature, as in the 


case of Lehman v. Commissioner, 
depends upon all of the facts in the 
particular case.” In many instances, 


laconism constitutes a virtue \ll 


too often on the other hand, abbre 
viated expressions which fail to take 
cognizance of the relevant aspects 
entitled in a given problem, create 


much unnecessary nusunderstand 


It is rumored that the Deputy 


ng 


' , 
\ iMinued 1 the xf Dage 
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Estates & Taxes—Continued 
Commissioner’s earlier ruling did 
not specifically deal with partnership 
interest purchase agreements; that 
rather, it concerned a response to an 
out-and-out attempt by two tax- 
payers, who happened to be partners, 
to circumvent the law. But the 
second Ruling Letter does not so 


state. It is most succinct and quite 
abrupt. It is not within the preroga- 
tive of tax advisers to venture 


opinions regarding what is believed 
had in 
reference 


mind. 
demands 


the Commissioner 
Authoritative 
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plotting a straight 
course to maximum 
Personal Earnings? 


That’s the route of 
Field Underwriters 
operating under our 


Q-V°S 


Compensation Plan! 


(full details on request) 
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that counsel rely upon what the 


interest and stock purchase arrange. 
Commissioner actually said. 


ments, which stem, not from any 
thought of a mutual benefiting 
attitude, which, in effect, declares, 
“you scratch my back and I'll scratch 
yours,” but rather from a desire to 
provide for perpetu ition of a busi- 
ness by a survivor, upon payment 
for the decedent’s partnership 
terest through the use of life in- 
surance. 


The type of situation to which 
the Commissioner’s Ruling pertains, 
invariably involves a stock or in- 
terest purchase agreement. There 
are thousands 3uy-Sell Agree- 
ments in existence throughout the 
country, prepared with a view to 
having a surviving business associ- 
ate, (be he partner or stockholder), 
buy the business or stock interest 
of the associate who is the first to 
die. It is, singularly, for this reason 
that one associate pays premiums on 
insurance carried on the life of 
another. The procurance of the life 
insurance in the first instance is to 
place the surviving party in a posi- 
tion where he will have the requisite 
sums with which to make full or 
substantial payment in the purchase 
of the deceased party’s interest in 
the enterprise. 


Further Enlightenment Desirable 


When significant relevant issues 
are permitted to dangle precariously 
in mid-air, confusion prevails. The 
succinct pronouncements of _ the 
Commissioner, failing to cite the 


facts which gave rise to his deter- 
minations, leave the taxpayer if 
doubt. A reading of both the Jun 
and September Rulings definitely 
points to the conclusion that the 
Commissioner detected from thé 
inquiry submitted, an attempt to 
defeat the spirit of the law. If the 


first Ruling was designed to prevent 





Where two business 
into such a trans- 
action, on an arm’s-length basis, the 
fact that it is “ 
of and by itself, 
sioner’s holding. 
In the Lehman case, the court 
reconciled its decision by penetrating to avoid estate taxes rightfully due, 
form and relying upon actuality. It 


then the position taken by 
determined that the grantors of both a meritorious one 


; » position taken by him is 

itori >. Since it is not 

trusts resorted to clear that this is what was intended, 
however, the Second Ruling could % 

reasonably have been somewhat 

more elaborative. A full revealment 

of the essential facts leading to the 

Commissioner's issuance would be 


ingenuity 
most helpful. 


associates enter 


does not, 
justify the Commis- 


reciprocal” 


business associates from resorting to 
reciprocal premium payments merely 







circumventive 
to accomplish indirectly 
what they could not achieve directly. 
There exists, therefore, sound justi- 
fication for the conclusion reached in 
Sut the same reasoning 
apply to partnership 


that case. 


does not 





FOOTNOTES 


4 Controlling 
amended, 


1 Section 811(g) of Code, as amended. 


regulations under law, as 
2 For lengthy discussion entitled ‘When 43 


approved March 10, 1943. 


Are Life Insurance Premiums Paid Indirectly,” 5 Pertaining to estates of decedents dying 
see June 1947 issue of C.L.U. Journal. after October 21, 1942. ’ 

3 Ruling as released, reads as follows: 3109 F rd) 9% 

“Reference is made to your letter of June 3, wave Os Nae ) jneee 7 ; 
1947***, inquiring relative to the inclusion in 7 Now Tax Court of the United States. 
the gross estate for Federal estate tax purposes 8 The second Ruling is a follows: 


of the proceeds of an insurance policy on the “Reference is made to your letter of Septem 
life of a decedent, where the premiums were ber 17, 1947, stating that a question has been 
paid by a surviving member of a partnership raised as to the inclusion for the purpose of 
in consideration of premiums paid by the estate tax of the proceeds of an_ insurance 
decedent on insurance on the life of the surviv- policy upon the life of a deceased partner, the 
ing partner. ? aes premiums on which were paid by the surviving 

It will be noted from paragraph 19 of Treas- partner in consideration of premium payments 
ary Decision 5239, approved March 10, 1943, on a similar policy upon the life of the surviv- 
a copy of which is enclosed, that in the case ing partner by the decedent. You point out 
of a decedent who died after October 21, 1942, that the question raised involves the inter: 
the proceeds of insurance on his life payable pretation of Section 81.27 of Regulations 105, 
to beneficiaries other than the estate are as amended by Treasury Decision 5239, as to 
cludible in his gross sstate for Federal est: ate whether the insurance under these circum- 
tax purposes if he paid the premiums either stances was purchased ‘with premiums, or other 
directly or indirectly on the policy. The pay consideration, paid directly or indirectly by the 
ment of the premiums by one partner was in decedent.’ i 
consideration of the payment of premiums by 


the other partner, a reciprocal transaction, _As to whether a parti ular arrangement is 
under which it would be held that each partner of a reciprocal nature, as in the case of Lehman 
paid the premiums indirectly on the insurance v. Commissioner, 109 Fed. (2d) 99, (40-1 
policy .covering his life. See Lehman v. Com- USTC § 9198), depends upon all of the facts 
missioner, 109 F. 2d 99 in the particular case No recent rulings of 


Accordingly, the proceeds of the insurance the Jureau in connection with 
on the life of each partner upon death would information as to partnership imsurance were 
be subject to inclusion in his gross estate for intended to change in any manner whatsoevet 
Federal estate tax purposes the Estate Tax Regulations, published rulings 

(Letter dated June 18, 1947, and igned, and decisions relative aah? D. S. Bliss, 
D. S. Bliss, Deputy Commissioner).” Deputy Comm. September 22, 1947. 
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Quarter of a Billion Dollar 
Increase in Four Years! 


NO REINSURANCE * .NO GROUP | 
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Every Dollar Sold by Acacia’s Own 
Full-time Representatives to Fit 
Individual Requirements 


‘ Acacia Mutual 
LIFE INSURANCE COMPANY 


Home Office: Washington 1, D. C. 
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REAL INCOME 
Declines for Most 


HE: “real income” of wage and 

salary earners continues to drop, 
while farmers’ income is still rising, 
it is revealed by the monthly In- 
vestors Syndicate survey of pur- 
chasing power. “Real income” is the 
relationship of revenue to 


costs. 


living 


The trend that first became evi- 
dent in last month’s survey has been 
accelerated, this month’s figures 
show. While wage and salary earn- 
ers now have only about 96 cents of 
buying power for each dollar a year 
ago, farmers have about $1.09 fer 
each 1946 dollar. 

At the same time, the biggest 
cause of the wage earners’ problera 
is the sharp rise in the price of fooc. 
The average family now pays more 
than $1.31 for the same amount of 
food that a dollar bought a year ago. 

It also pays $1.06 for each dollar 
on rent, $1.18 to the 1946 dollar for 
clothing, and $1.23 for miscellaneous 
expenses. 

“This continued divergence be- 
tween farm and city buying power,” 
said E. E. Crabb, chairman and 
president of Investors Syndicate, 
“indicates that a serious unbalance 
may threaten the stability of our 
economy. A close balance between 
prosperity on the farms and pros- 
perity in the cities is essential to a 
sound economy. Normal economic 
factors can be expected to bring 
about this balance, particularly when 
consumers with lessened buying 
power are unable to buy farm prod- 
ucts at increasing prices.” 
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STATE LICENSE CHANGES 
Companies Expanding 
INCE publication of the Octo- 


ber issue, the following compa- 
nies have expanded, as indicated: 


American Mutual (Iowa) in Ha- 
wali; Bankers Lite & Casualty 
(Ill.) in Colo. and Virginia; 


Bankers Life (lowa) in Arkansas; 
Beneficial Standard (Calif.) in 
Okla.; Guardian Life (N. Y.) in 
National Public Service 
(Wash.) in Colo.; North American 
Reassurance (N. Y.) in Nebraska; 
Republic National (Tex.) in Okla. ; 
Reserve Life (Tex.) in Miss.; 
State Mutual (Mass.) in Mont., 
Nev. & Okla.; Sun Life (Md.) in 
Virginia; Union Mutual (Me.) in 
Arkansas and United Insurance 
Company (Ill.) in Arkansas. 

Following companies have with- 
drawn from Fidelity 
Mutual ( Penna.) and Shenandoah 
Late (Vai): 


Texas; 


Mississippi: 


ACTUARIAL SOCIETY 


T THE Joint Fall meeing of the 
Actuarial Society of America and 
the American Institute of Actuaries, 
one whole was devoted to 
a complete discussion of the question 


session 


of merging the two organizations 
into one and the possibility of select- 
ing a new name. An informal poll 
indicated that members present were 
strongly in favor of such a move. 
Asa result, the Joint Committee was 
instructed to make further study and 
report back to the two governing 
bodies at some future time. 


U N 


LEADERS 
New Booklet 


EADERS are made, not born” 

is the theme of “Human Rela- 
tions in Management,” the Septem- 
ber Manager’s Handbook - study 
published by the Agency Manage- 
ment Association. A manual of 
sound leadership principles, _ this 
booklet was written by Lewis W. S. 
Chapman, director, Company Rela- 
tions Division. 

To develop leadership the Man- 
ager must practice leadership, says 
the author, an authority on manage- 
ment problems and who has long 
instructed in the Association’s 
Schools in Agency Management. He 
tells how to develop leadership in a 
concise five-step plan based on the 
actual experience of successful 
Managers. The component parts of 
the leader’s job are discussed under 
the headings: personal example, 
vocational competence, effectiveness 
in human relations, guidance in solv- 
ing personal problems, and motiva- 
tion. 

“The reason people think leaders 
are born,” says Mr. Chapman, “is 
that some people develop within 
themselves the habits of leadership 
—the habits of setting a good exam- 
ple, of giving ego recognition and of 
building a sense of security. These 
habits become so deeply ingrained in 
a person that he naturally does them. 

He does a good job of leader- 
ship not because he was born that 
way, but more because he is gov- 
erned by his leadership habits.” 

Copies of this publication are 
available only to member companies. 


MU 


UAL 


PORTLAND MAINE HOME OFFICE 


Rolland E. Irish, President 
Harland L. Knight, Agency Vice-President 
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News 





N THIS issue two more interest- 
ing and successful women field 
underwriters are introduced. 


HERMINE KUHN, Your Chairman 
in 1945 


In 1930 Hermine Kuhn got one 
of the first “nos” in the insurance 
field. This was from the 
manager of one of the life insurance 
companies. Hermie had decided she 
wanted to go into the life insurance 
field early in 1930. An appointment 
was arranged, but the manager did 
not think she was material for the 
life insurance field. 


“no 


However, while playing tennis, 
she met a gentleman who was a 
manager of the Equitable Life. She 
contacted him and, after much dis- 
cussion, he told her that life insur- 
ance was a very hard field for a man 
and certainly much harder for a 
woman. He discouraged her; in 
fact, the matter was discussed with 
her family and he told them she 
would be foolish to give up her good 
position to sell life insurance. 
Three months elapsed and again 
Hermine called on him and received 
the same story. But persistency on 
Hermine’s part brought about a 
third meeting and he took her ap- 
plication to become an agent for the 
Equitable. The first six months in 
the business? Not more than $15,- 
000, in life insurance—end of first 
twelve months, $150,000. A slow 
starter but coming down the stretch 
a finisher. The second year $270,- 
(00 volume, and the third year more 
than $500,000 and a consistently 
high producer ever since averaging 
well over $700,000 annually, and 
now a member of the Million Dollar 
Round Table. Depression years did 
hot conquer Hermine in this busi- 
ness; she conquered the life insur- 
ance business and the depression. 
Hermine’s hobby has been for 
many years, and still is, tennis. She 
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by RUTH M. KELLEY 


played in many of the ranking tennis 
tournaments. Today plays 
merely for recreation. Theatre, 
music, and arts are also listed in 
her “active” hobbies. 


she 


Hermine is a charter member of 
the WOMDRT and a life and quali- 
fying life member ever since. In 
1945 she was elected chairman of the 
Round Table. She has been a con- 
tributor to the insurance press and 
has spdken at Company conventions 
and many local associations. Well 
does she remember, she says, her 





Miss Kelley started selling life insurance 
in 1937 with the Connecticut Mutual. In 
May, 1944 was appointed General Agent 
in Detroit, Michigan, for Manhattan Life— 
Kelley-Baum Agency. Qualified as a life 
member of the Women's Quarter Million 
Dollar Round Table in 1944; on the Execu- 
tive Committee 1945-46 and Chairman 
1946-47. Miss Kelley is a graduate of the 
University of Detroit and has been most 
active in extracurricular affairs. A Past 
President and Director of Detroit Women's 
Underwriters Association and on the Program 
Committee of the N.A.L.U. in 1945. Her 
hobby is boating. 

This is a continuation of a series intro- 
duced in April. The purpose is to outline 
the more intimate data of the most success- 
ful women producers in the business. The 
backgrounds may differ in each case but 
all have achieved their goal—success in 
selling. We believe you will find this 
"Parade" most interesting and inspirational. 


WOMEN’S ACTIVITIES 
Personality Parade 


first talk in 
and 


1935. She had notes 
read them; that is, she 
attempted to read them, but she was 
so darned nervous she couldn't read ! 
1930 to 1943 she repre- 
sented the Equitable Life Assurance. 
Then she was appointed a Home 
Office Field Assistant for Manhattan 
Life of New York and has done a 
fine job in this phase of life insurance 
work. Congratulations, Hermine, 
on all of your fine achievements ! 


she 


From 


GLADYS BROCKUS, Life Member 


Hitch your wagon to a star! How 
many high school addresses have 
contained that old adage? For 
Gladys Brockus this was not a high 
school admonition, but a practical 
way to accomplish her heart's de- 


sire—a college education for her 
daughter with all the frills that 


should go with “life on the campus.” 

Uncle Sam played a part in the 
life career of Gladys Brockus. She 
was the Insurance Supervisor of 
the National Service Life Insurance 
at the Naval Air Station, in Corpus 
Christi. Lots of good selling ex- 
perience was gained through her 
lectures given to the recruits. Did 
I mention The amount of 
insurance handled through that serv- 
ice office was astronomical. Many 
months $30,000,000 worth of appli- 
cations were serviced. 
our Gladys 
millions 


stars? 


No wonder 
thinks in terms of 
not only thinks but acts 
for this year she has qualified for 
both the WOMDRT and the Million 
Dollar Round Table. Congratula- 
tions, a splendid achievement ! 

In October, 1943, a contract was 
signed to represent California- 
Western States in Corpus Christi. 
All of the Company’s honors have 
been awarded to Gladys—F1 Capitan 
Club, Millionaires Club, Ten a 
Month Club, App a Week Club, 
President's Roll, 


(Continued on the next page) 


Honor Texas 








Women's Activities—Continued 


Leaders Round Table, and a Life 
Member of WOMDRT. 

Her determination to achieve, her 
courage, her concentration on ob- 
jective, her planning and studying, 
her willingness to cheerfully pay the 
price of success, have brought SUC- 
CESS to her. 

An article by Gladys setting forth 
many of her work habits and her 
method of control will appear shortly 
in one of the leading trade maga- 
zines. Watch for it! 

This “Personality” has an aura 
all her own. She is pleasant to look 
at, delightful to be with, and inspira- 
tional to listen to. 


PUBLIC RELATIONS 


THREE-POINT program used 


by the Mutual Life Insurance 


Co. of New York to render better 
service to the policyholder was de- 
scribed before the 24th Annual Con- 
ference of the Life Office Manage- 
Willard T. 


secretary of the company. 


ment 


1, 
Tohns, 


Assi Ciatic mn by 














Launched six years ago to build 
public recognition and good will for 
the company, the program comprises 
activities in the fields of general 
public relations, general service and 
policy conservation. Through opin- 
ion surveys the Company discovers 
what the public likes and dislikes 
about the business, adjusts its pro- 
cedures to meet these preferences in 
so far as possible, and finally tells 
the story of alert and progressive 
management to the public in every 
possible way. 

Through the establishment of a 
Correspondence Section in 1944, Mr. 
Johns declared, some 1,400 letters 
received from policyholders each 
month are now answered, 8&1 per 
cent within three days, 18 per cent 
within four or five days and only 
one per cent, on which detailed in- 
formation must be accumulated in 
periods longer than six days. Meth- 
ods and techniques used in the home 
office are adapted, where possible, 
for the use of agencies in the field. 

Another new company division, 
formed in 1946, has been set up to 
reduce to a minimum the time re- 
quired to effect payment of benefits. 


Centered in the new unit are death 
benefit payments, double indemnity, 
disability benefits, payments under 
annuities and supplementary con- 
tracts and payment of maturing en- 
dowments; presently, the unit is 
mailing checks for death payments 
the same day proofs are received in 
approximately 96 per cent of its 
1,250 claims a month and 99.2 per 
cent in 24 hours. 


Third Division 


Still a third company division is 
the policyholder’s service division, 
devoted to activities which conserve 
insurance in force. This division 
makes most of the changes which 
can be made in life insurance poli- 
cies, has the correspondence section 
as part of its assignment, and heads 
up the search for missing policy- 
holders. Beginning next year, Mr. 
Johns reveals, return postage will 
be guaranteed on all annual reports 
sent to non-premium paying policy- 
holders and all envelopes returned 
will* be referred to the department 
so it can make an effort to find the 
policyholder. 
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ACTUARIAL 





Hou Docs the New Mortality Table Affect Premiums? 


EFORE starting this article may 

we correct a misprint in the Octo- 
ber issue. There on Page 43 the fact 
was mentioned that the amount of 
Life Insurance on the books of U.S. 
companies was approaching $200,- 
000,000,000. This great volume it 
was emphasized, had been sold by 
persuasion on the voluntary basis. 
Consequently, it is a great force for 
the building of individual character 
and for social good. Unfortunately 
the word “voluntary” was printed 
“elementary.” 

Now to come to the subject of 
this article. How does the new mor- 
tality table affect Premiums? The 
new mortality table, the CSO (Com- 
missioners Standard Ordinary) is, 
of course, embodied in the Guertin 
Legislation which becomes manda- 
tory in many states on January 1, 
1948. Undoubtedly the intention of 
the framers of this legislation is to 
help push forward towards the great 
goal of the companies, namely, the 
adequate and proper insurance of 
the individuals of the nation under 
the voluntary system; and to see 
that this is done on a basis sound for 
the companies and fair to the policy- 
holders, 

However, as we actuaries all 
know, a very important man im- 
mediately comes into the picture, 
namely, the Agent. It is most urgent 
that he should have an understand- 
ing of the new legislation and how 
under it he can best make progress 
in his business. Will the new legis- 
lation reduce sales-resistance or 
otherwise? In considering this we 
must take the broadest possible view 
remembering that, should there be 
any difficulty in pushing forward 
under the conventional forms, 
nanely life, limited-payment life 
and endowment, especially with re 
duced interest there 
are lots of new service-giving sup 
plementary, or more than supple 


assumptions, 
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by FRANCIS M. HOPE 
F.F.A., F.AIA. 


mentary, forms of coverage now on 
the market. We refer to Family In- 
come Riders, Income Replacement 
Policies and skillfully adapted Term 
Policies which seem to reflect more 
directly the lowered mortality as- 
sumptions of the CSO Table, free as 
they largely are from the investment 
element. It is, of course, the invest- 
ment or deposit element in the pre- 
mium which is raised by a reduced 
rate of interest. 


Dual Nature 


The difficulty in understanding 
the effects of varying rates of mor- 
tality and interest on the conven- 





Mr. Hope, a native of Scotland, served 
his apprenticeship in the Caledonian Insur- 
ance Company, Edinburgh. In 1907 he be- 
came a Fellow, Faculty of Actuaries in 
Scotland by Examination and joined Occi- 
dental of California in 1910 as Assistant 
Actuary. Rose to Vice President and Actuary 
in 1930; elected a director in 1937 and has 
been Actuary Emeritus since 1942. Became 
Fellow, American Institute of Actuaries in 
1918 and President (1933) Actuarial Club 
of the Pacific States. Has authored numerous 
articles published in this and other insurance 
magazines. 


tional Policy Forms is principally 
due to their dual nature, to their 
combination of Investment with 
Protection. The Guertin legislation 
is greatly concerned with seeing that 
adequate reserves for the investment 
element are set up and that fair 
‘Non-Forfeiture Values relative to 
the investment element are stated in 
the policy. The legislation mentions 
paid-up term insurance (i.e. ex- 
tended term insurance) but does not 
mention premiums paid in advance 
or premium deposit agreements, 
such as afford premium payment 
safeguards to the policyholder un- 
der Term Insurance and Income Re- 
placement Policies. It is natural 
that the new legislation should not 
refer to these as it is concerned with 
the investment element inside the 
policy not outside the policy. 

Now, in an endeavor to exhibit 
clearly the effect of the new mortal- 
ity table and reduced rates of in- 
terest on the Premiums and “Re- 
serves” for at least one of the most 
important of the conventional forms, 
namely, Ordinary Life, we present 
Tables I and II. 

These Tables will repay consider- 
able study. We think they will help 
to answer the following questions. 


(1) Does the new CSO Table tn- 
crease the annual premiums for Or- 
dinary Life insurance apart from the 
effect of a decrease in the rate of 
interest used? 

(For practical purposes we shall 
consider the same premium with a 
decreased dividend as if it were an 
increased premium ) 

The true answer to the question is 
very difficult. It might be “No” and 
it might be “Yes.” It might be “No” 
if the substitute the 
Commissioners Modified Reserve 
Method for the Net Level Premium 
Reserve Method. 


Companies 


Some large Com 


(Continued on the next page) 
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Actuarial—Continued 


panies do not seem to be going to do 
this. If they do not change their 
reserve method and do not raise pre- 
miums, they will have an added 
strain on surplus in early policy 
years. In proof of this look at Table 
I which illustrates the situation for 
Age 30. There, with 214% interest 
in each case, the old American Table 
only required a Deposit Element of 
$114.04 over the Ten Years against 
$131.68 by the CSO Table. True, 
the old Table charged super-abun- 
dant mortality in its Protection Ele- 
ment but considerable of this was 
used for expenses whereas it would 
seem necessary to place compensat- 
ing loading on the new Table for 
expenses. These remarks apply par- 
ticularly to Non-Participating In- 
surance. In Participating Insurance 
the effect may be to reduce early 
dividends. There may be some off- 
set in the reduced “unexpired risk” 
reserve required by the CSO Table. 
But should we not remember that 
here the mortality of the Old Amer- 


ican Experience Table provided 


someching towards a Mortality Con- 
tingency Fund for such things as 
epidemics. May it not be wise to set 
up this reduction in “unexpired risk” 
in a Contingency Fund anyway. 


Possibilities 


Tables I and IT illustrate only 
what happens for Ten Years. But 
policies lapse during the first ten 
years and cash values will have to 
be paid, especially if we run into a 
depression. If companies give larger 
cash values during the first ten years 
they will probably have to reduce 
dividends during these years. And 
indeed if they merely set up higher 
reserves, as the Tables indicate, they 


. will either have to reduce dividends 


or reduce surplus. Of course we are 
working on the assumption that pre- 
miums, mortality, interest earnings 
and expense remain the same so that 
dividends are not affected from these 
sources, 

Higher reserves decrease surplus 
but do not cause actual losses. If a 
company wait until the time 
when, away along the policy dura- 
tion, CSO “reserves” slant down to 


can 


American Experience 
will rebound. 

Higher cash values cause actual 
losses to surplus. 

(2) What is the effect on Annual 
Premiums for Ordinary Life Insur- 
ance of a reduced rate of interest? 

Looking at Tables I and II we 
observe the increased reserves and 
consequently increased Deposit Ele- 
ments whether we use the American 
Experience or the CSO Mortality 
Table. Moving from 312% to 2Y4% 
the Deposit Element increases, over 
the 10 years at Age 30, from $90.66 
to $114.04 under the old Table and 
from $106.49 to $131.68 under the 
new. Observe how small is the ef- 
fect on the Protection Element, 
Why does the Protection Element 
decrease with the decrease in the 
Interest rate? This will be explained 
in the next section. 


its surplus 


(3) What conclusions would you 
draw from the small changes in the 
Protection Element under each 
Table as the rate of interest de- 
creases? 

We reproduce below the figures 
for the CSO Table. 





PURPOSES OF TABLES I AND II 


These Tables illustrate at various Rates of Interest for the American Experience Table and the CSO Table respectively, 
how the Annual Net Premiums are split up during the first 10 years of the policy, between 


(a) Protection Element—which goes to the general Mortuary Fund, from which Net Losses are paid. 
(b) Deposit Element-—-which goes to Policy Accumulations inside Policy (“Reserve”) 
and how the Life Insurance Company adds guaranteed interest to the Deposit Element to build “Reserves.” 


The illustrations are for an Ordinary Life Policy for $1,000 issued at Age 30. 


Table I, 


for 


Age 30 at Date of Policy 


American Experience Mortality Table 








Method of Reserve is “Net Level Premium.” 


Table II, for Age 45 at Date of Policy 


American Experience Mortality Table 

















Interest Basis 3% 3% 2Y% 2% O% 3% 3% 22% 2% 0% 
Ten Net Level Annual 

Premiums Paid 171.90 182.80 195.00 208.60 279.10 283.50 296.70 310.90 326.20 399.40 
(a) Protection Element 81.24 81.11 80.96 80.79 79.60 117.63 117.35 116.99 116.55 114.25 
(bh) Deposit Element 90.66 101.69 114.04 127.81 199.50 165.87 179.35 193.91 209.65 285.15 
Guaranteed Interest 19.48 18.41 16.90 14.89 00 36.60 33.27 29.39 24.87 Ald] 
10th Year “Reserve” 110.14 120.10 130.94 142.70 199.50 202.47 212.62 223.30 234.52 285.15 

Commissioners Standard Ordinary (CSO) Commissioners Standard Ordinary Table 
Mortality Table Mortality Table 
Interest Basis RB Ay/ 3% 2YA% 2% O% 3% 3% 2Uu% 2% 0% 
Ten Net Level Annual . : 

Premiums Paid 147.20 159.00 172.20 186.70 261.50 272.20 285.50 299.80 315.10 389.0 
(a) Protection Element 40.71 40.60 40.52 40.35 39.39 102.98 102.73 102.39 101.97 100.01 
(b) Deposit Element 106.49 118.40 131.68 146.35 222.11 169.22 182.77 197.41 213.13 288.9 
Guaranteed Interest 23.36 21.87 19.87 17.38 00 37.96 34.44 30.36 25.75 Au 
10th Year “Reserve” 129.85 140.27 151.55 163.73 222.11 207.18 217.21 227.77 238.88 288.99 











Vote for both Table I and Table 


46 











= 


IT: Observe how the Ten Net Annual Premiums less (a) the Protection Element which 


goes to Mortuary Fund during 10 years give (b) Deposit Element going to “Reserve” during 10 years. 
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“Our 


to become a life underwriter. 





son Jack, a graduate of Texas 
from the army, and influenced by his Dad’s enthusiasm and his 
outstanding success in personal selling and in the training of new 
men with the Company’s Organized Sales Presentation, has chosen 
Since the first of this year Jack 
has written over a quarter of a million of new business .. . all 
of it because he uses this exclusive Minnesota Mutual selling aid. 


“Pushing” a pen can be drudgery, 


or thrilling and Inspiring.” 
day Mrs. A. J. Ballard, 


San Antonio, Texas. 


“Seldom recalled now are the trials and disappointments of the first twelve 
But when circumstances do call them to mind, 
coming home from work, utterly discouraged with 
his job as bookkeeper at the lumber company. 
ment the impersonal nature of his work, the lack of self-expression, and 
the absence of opportunity to meet people were becoming a greater strain 


years of our married life. 
I can still see “Jack” 


daily. 


“Then came his big break! In 1932 he joined Minnesota Mutual as a life 
His outlook on life changed abruptly. 
pen which he had used to make ledger entries 
but an exciting and inspiring experience. 


Then in 1942 “Jack” 


underwriter. 


realized his impelling ambition . 


ree 
t THE MINNESOTA MUTUAL LIFE INS. CO. 
§ Saint Paul |, 


§ | want to know how A. J. Ballard does it. 
8 be interested. 


A. & M., after his release 


a Name 
4 Address 
4 Seat é 


‘7ée MINNESOTA MUTUAL LIFE INSURANCE CO. 


SAINT PAUL 1, MINN. 


Protection Element going to Mortuary Fund during the 0 years 


Interest Basis 3%% 3% 
ee | ae 40.71 40.60 
Me BS datas 102.98 102.73 


The change in these figures from 
3A % to O% 


variation of 


interest basis shows a 
less than 34%4% in the 
Jaca Element itself. But the 
at age 30 from 

222 is nearly 70%, 
and at age 45 from $207.18 to 
$288.99 nearly 40%. The interest- 
ing conclusion from this study (see- 
ing that protection 


] : “Dp E ” 
change Reserve 


$12 0.85. to $222.11 


remains 
nearly the same regardless of reserve 


cost 


basis) is that it might have been pos- 
sible to have retained the 
Experience 


American 
Table as the basis for 
and Non-Forfeiture 
Values using the CSO Table for the 
Mortuary Fund. Then we would 
not have had these rapidly increas- 
ing at the younger en- 


“Reserves” 


“Reserves” 
try ages, 

The why the Protection 
Klement also decreases when the in- 
terest rate decreases is that the 
then 
consequence, 


reason 


“Re- 
increase and, as a 
the Net Amount at 
Risk, on which the Mortality plays, 
goes down. 


sery es” 


1947 


November 1, 


214% 2% 0% 
40.52 40.35 39.39 
102.39 101.97 100.01 


(4) Does it seem wise that under 
an Ordinary Life Policy during its 
first 10 years the Deposit Element 
at age 30 (using 2%% interest) 
should be more than 3 times the Pro- 
tection Element and at age 45 almost 
twice? 

The answer to this would seem to 
depend upon the taste of the policy- 
holder and the kind of service which 
the Agent is giving. If the man is 
thinking largely of himself and the 
Agent is selling on the basis of cash 


values the heavy percentage of in-* 


vestment element in the premium 
will probably seem desirable. But 
if the man wishes a larger percent- 
age of his premium to go to pro- 
tection for his family the Agent can 
add a Family Income Rider or some 
form of Term Protection to provide 
more insurance while the 
growing up. 


family is 
Or he might even sell 


a completely independent Income 
Replacement Policy. These Term 
Protection Policies are becoming 


very low-priced under the new Mor- 


Four years later we were able financially to build our 
. he was made General Agent for the 


ORGANIZED 1880 


tality Table. 


To a person of his tempera- 


“Pushing” the same 
was no longer a drudgery, 
“dream house” 


Minnesota 


| may 
No obligation to me, of course. 


Zone .... State 








An interesting point is 
that with the fall in the rate of 
mortality at the younger and middle 
ages of life and the consequent 
larger “deposits” in the premiums 
the conventional forms of policy are 
taking on more and more the nature 
of investment contracts. And, of 
course, this is tremendously empha- 
sized by the fall in the rate of 
terest. 

(5) How important is 
of “guaranteed interest” 
Life Insurance? 


in- 


the rate 
in ordinary 


\ glance at the difference between 
the CSO 3%% and 2% Net Pre- 
miums this. (Guaranteed 
Interest becomes much more impor- 
tant after the first Ten Years when 
it plays on greatly increased “Re- 
serves.” 

(6) What is meant by “Mor- 
tuary Fund” and “Net Losses” re- 
ferred to under “Purposes of Tables 
I and I1?” 

Several times in these Articles we 
have explained that the Mortuary 
Fund held for the benefit of all 
policyholders is continuously re- 
plenished by the Protection Element 

(Continued on the next page) 


answers 
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Actuarial—Continued 


in the premiums, while the Policy 
Accumulations ‘‘Reserve,” which re- 
ceives Deposit Elements, is ear- 
marked for each persisting policy. 
Out of the Mortuary Fund comes 
the “Net Loss” which is the differ- 
ence between the Amount of the 
Policy and its own particular Policy 
Accumulation “Reserve.” 

One of the things which worries 
the life insurance company greatly 
is lapsation. If a company had per- 
fect persistency it would never ac- 
tually iose any money from lapsa- 
tion no matter how much its reserves 
were increased and how high its re- 


lative cash values. But if a larger 
Deposit Element goes into “Re- 
serve” from the same rate book 


Premium the company will show a 
loss in surplus in its accounts, while 
if it gives higher cash values it will 
take an actual loss. That is to say 
it will show these losses as com- 
pared with what it would have had 
under a Mortality Table which did 
not require such “reserves” or under 
a Law which did not lead to higher 
cash values. Of course the law does 
provide for Cash Values consider- 
ably below Net Level Premium Re- 
serves and even, for example, 3% 
cash values with 244% reserves ; but 
few, if any companies seem to be 
taking advantage of this latter pro- 
vision. Perhaps we should not sug- 
gest that the new Law may lead to 
higher cash values, but competition 
under it may. 

If a company had perfect persist- 
ency it might be able to wait for the 
time, some distance along the policy 
duration, when CSO deposits to 
“reserve” would become less, as they 
would, than under the American Ex- 
perience Table. As the CSO Table 
runs to age 100 instead of 96 it has 
four more years than the old Table 
in which to accumulate the $1,000 
cash reserve at the end of the Mor- 
tality Table. One would conse- 
quently expect lower average de- 
posits to reserve. It is the shape of 
the Mortality curve of the CSO 
Table which necessitates higher de- 
posits in the early policy years. 

It must also be remembered that 
if premiums are raised more expense 
may be incurred in Commission and 
Taxes. 

Before closing let us remark 
again, that, as is well known, the 


Companies were not using the Amer- 
ican Experience Table in determin- 
ing what they charged the public, 
The Non-participating Companies 
were using forecasts of realistic 
mortality while the Participating 
Companies were returning “mor- 
tality savings” through dividends to 
policyholders. But all companies did 
have to cover in their Rate Book 
Premiums the Deposit to “Reserve” 
and Contributions to Mortuary Fund 
of the American Experience Table, 
In other words their Gross Pre- 
miums had to cover American Ex- 
perience Net Premiums. 

Yet in practice they could divert 
part of the Mortuary or Protection 
Element of the American Experi- 
ence Net Premiums to expenses. So 
the Deposit to “Reserve” was really 
the only definite and rigid thing that 
had to be put up. Now, if the rigid 
Deposit to “Reserve” turns out in 
places to be greater under the CSO 
Table than it was under the old table 
it is difficult to see how in such 
places Rate Book Premiums can 
avoid being larger unless the Com- 
pany changes to a lower “Reserve” 
basis (say changes from Net Level 
Premium to Modified “‘Reserves’”’) 
or can afford to absorb a first year 
“reserve” loss out of renewal sur- 
plus or to experience possibly an ac- 
tual from cash withdrawals. 
The Participating companies may 
allow for such losses, if any, in divi- 
dends to policyholders. 

To end up with we would stress 
once more that nowadays we have 
great diversity of policy forms which 
we are free to use under the new 
legislation. 

The main thing then is to press 
forward under these forms with 
our aim of adequate and proper in- 
surance of the individuals of the 
Nation and with our education of 
the public in what life insurance 
really is and should do. 


loss 


CANADIAN ADVERTISING 


HE Canadian life insurance com- 

panies have conducted institu- 
tional advertising in the newspapers 
in that country for more than 25 
years. It is believed this is one of 
the oldest sustained campaigns of 
its kind in the world. The purpose 
there, as in the case of the Institute 
of Life Insurance in this country, is 
to give the public a better under- 
standing of life insurance. 
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INSTITUTE OF HOME OFFICE 
UNDERWRITERS 


New Officers 


T THE annual meeting of the 

Institute of Home Office Under- 
writers held in Chicago in October, 
Robert B. Caplinger, vice president 
of the Reserve Loan Life Insurance 
Company of Dallas, Texas, was 
elected president, succeeding Charles 
J. Smith of the Pan-American Life. 
Other officers elected were: execu- 
tive vice president, N. Murray Long- 
worth, United Benefit Life, Omaha, 
Nebr.; vice president and editor, 
William H. Neely, Southern Farm 
Bureau, Jackson, Miss.; secretary- 
treasurer, John T. Acree, Jr., Lin- 
coln Income Life, Louisville, Ky. 
and publicity director, Ray E. But- 
ton, Alliance Life, Chicago, Illinois. 
New members elected to the execu- 
tive committee were: James D. 
Renn, Peninsular Life, Jacksonville, 
Florida and William H. Harrison, 
Security Mutual Life, Binghamton, 
N. Y. Those continuing on the ex- 
ecutive committee are: Walter E. 
McIntosh, Interstate Life & Acci- 
dent, Chattanooga, Tenn., James Q. 
Taylor, Northwestern National, 
Minneapolis, Minn., John B. Ulrey, 
American United Life, Indianapolis, 
Ind., Carl M. Young, Farmers & 
Bankers, Wichita, Kansas and 
Charles J. Smith, Pan-American 
Life, New Orleans, La. 


A.L.C. 


New Officers 


baie B. RICHARDSON, 
president of the Western Life 
Insurance Company, Helena, Mon- 
tana, was elected president of the 
American Life Convention at the 
annual meeting held in early Octo- 
ber, succeeding Dwight L. Clarke 
of the Occidental Life of California. 
At the same time, Robert E. Henley 
and Thomas A. Sick, presidents, 
respectively, of the Life Insurance 
Company of Virginia and the Se- 
curity Mutual of Nebraska, were 
elected to the executive committee. 
Alexander T. Maclean, of the Mas- 
sachusetts Mutual Life and S. J. 
Hay of the Great National Life of 
Dallas, Texas, were re-elected to this 
committee also. 
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“PACIFIC MUTUAL? /5 
one of the best! 


“There's a Company whose underwriters are real Career Men. I've 
met a number of them. They're rendering a superior service to their 
clients, and making well above average income for themselves. 

“How do they do it? Well, there are several factors (such as good 
merchandise to start with), but one of the most important things 
is a program of standardized training and continuous supervisory 
counsel that is smoothly organized, efficiently carried through and 
steadfastly followed up. The program starts with extremely careful 
recruiting. It includes organized prospecting, organized contact pro- 
cedure, organized interview routine and, above all, an organized plan 
to sell—the New and Unusual Savings Plan, a complete ‘Property Box’ 
for the buyer. Early training is intensive, and completed in a few 
weeks. The new man then is able to go out and really se//. And Pacific 
Mutual men always seem to know where they're going and what to do. 

“Pacific Mutual has a number of first-year men, with no previous 
experience, making $8,000 to $10,000 a 
year. And the successful old-timers who 
follow the organized program step up their 
earnings year after year. 

“So, if you ask me about Pacific Mutual, 
I'll say, with that kind of a personnel set- 
up, it’s one of the best!” 


PACIFIC MUTUAL 
LIFE INSURANCE COMPANY 


HOME OFFICE: LOS ANGELES, CALIFORNIA 
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REED W. BRINTON, C.L.U. 
First Degree Nylic 
Salt Lake City, Utah 
President 






EDWIN T. GOLDEN, C.L.U. 
Second Degree Nylic 
San Francisco, Calif. 
Vice President 
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HARRY A. McCOLL ROBERT A. DAVIES, C.L.U. 


Senior Nylic 
Colorado Springs, Colo. 
Chairman 
Advisory Board 

















‘ 

ye past year has been a GREAT year for agents of the New 
York Life Insurance Company. Despite considerably higher volume 
requirements for membership this year, 2,182 New York Life agents 
qualified for the 1947 Nylic Clubs. The 1947 Top Club Council has 
404 members, the Top 200 Clubs have 620 members, and the 100 
Clubs have 1,158 members. 


To achieve Club membership, an agent must measure up to high 
standards under Club rules, not only in volume of paid-for production 
but also in personal earnings and the type of business produced. Club 
membership indicates that an agent is a career life underwriter. We 
salute and congratulate the entire membership of the 1917 Nylic 
Clubs for the high measure of success which they have achieved. 


Twenty-one members of the Nylic Top Club Council, including 
the President, Vice President, Chairman and Vice Chairmen of the 
Advisory Board, and the Divisional Vice Presidents, paid for more 
than $1,000,000 of new business in the New York Life under Club 
rules during the Club year. 


The New York Life Insurance Company is especially proud of 
the outstanding records made by its Top Club Council Officers during 
the past year, and as a tribute to them and the ten additional Million 
Dollar Members under Nylic Club rules, the Company is publishing 
their photographs on these pages. 
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KENNETH C. FITCH IRVING FREED 
Third Degree Nylic Senior Nylic 
Wichita, Kans. New York City 
Vice Chairman Vice Chairman 
Advisory Board 


Third Degree Nylic 
San Francisco, Calif. 
Vice Chairman 


Advisory Board Advisory Board 


New York Life Insurance Co., 51 Madison Ave., New York 10, N. Y. 
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LOUIS K. SIMS 
Senior N ylic 
Los Angeles, Calif. 
Vice President 
Pacific Division 


RUDOLF L. LEITMAN 
Second Degree Nylic 
Detroit, Mich. 

Vice President 
Central Division 





CHARLES E. HORN 
Second Degree Nylic 
Oakland, Calif. 
Million Dollar Member 





HERMAN H. OXMAN 
Second Degree Nylic 
New York City 
Million Dollar Member 


BEN SEKT 
Senior Nylic 
Sioux City, lowa 
Million Dollar Member 





JAMES T. McCREARY 
Freshman Nylic 
San Francisco, Calif. 
Million Dollar Member 





JESSE W. RICHINS, Jr. 
Freshman Nylic 
Phoenix, Ariz. 

Vice President 
Western Division 


Ka 


as 
DON C. KITE 
Third Degree Nylic 
Morgantown. W. Va. 
Vice President 
Southeastern Division 








D. MARSDEN AUSTIN 
Third Degree Nylic 
Oklahoma City, Okla. 
Million Dollar Member 


| 






ELMER C. MOORE 
Senior Nylic 
Wichita, Kans. 
Million Dollar Member 








WILLIAM VY. LURIE 
Senior N ylic 
Brooklyn, N. Y. 
Vice President 
Northeastern Division 


r 
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ERIK D. S. SCHOLEFIELD 
First Degree Nylic 
New Westminster, B. C. 
Vice President 
Canadian Department 





A. EVERETT RILEY 
Third Degree Nylic 
Kansas City, Mo. 
Million Doltar Member 


CASPER H. PARKER 
Freshman Nylic 
Salt Lake City, Utah 
Million Dollar Member 


Ar 


PAUL HEYMANN 
First Degree N ylic 
Providence, R. I 

Million Doltar Member 











BEN FELDMAN 

First Degree Nylic 

Youngstown, Ohio 
Million Dollar Member 


New York Life Insurance Co., 51 Madison Ave., New York 10, N. Y. 























Market Research—from 25 


agent of better than 75%. Remem- 
ber that these assumptions in this 
table are conservative. At North- 
western National, which is perhaps 
typical of many companies repre- 
sented here, our volume from full- 
time agents rose 41% over these 
five war years, but the share per 
agent rose not 75%—but 175%. If 
accurate figures were available, I be- 
lieve they would show at least a 
doubling of average production per 
agent in these years alone. And 
going to the last column, we find the 
inevitable effect of this sharp im- 
provement in the agent’s welfare in 
the fact that the termination rate 
tumbled at an astounding speed, and 
at the end of the period reached not 
only an all-time low but reached a 
termination rate of which any in- 
dustry employing — only 
people could well be proud. 
I wonder if this experience of 
the five war years on this table, as 
contrasted to the painful and costly 
adjustment of seven long prewar 
years (and if we added the figures 
back to 1930, we would probably 


salaried 





furnished through a Proven System. 


OVER THREE HUNDRED MILLION IN FORCE 


For Information Address: 


CHARLES J. MESMAN, Superintendent of Agencies 


PAN-AMERICAN LIFE INSURANCE CO. 
NEW ORLEANS, U.S.A. 
CRAWFORD H. ELLIS, President 


KENNETH D, HAMER 
Vice-President and Agency Director 


EDWARD G. SIMMONS 
Executive Vice-President 
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show eleven long years) should con- 
tain some lessons for us. I would 
not attempt to measure the cost of 
fruitless recruitment over those 
years, nor the cost of harassment to 
that small portion of our agents who 
were reasonably stabilized, nor the 
cost to that army of marketless men 
we recruited and turned over during 
that period. But to me the picture 
suggests that we are in need of some 
form of controls or guidance in the 
matter of the expansion or construc- 
tion of our distributive force under 
varied market conditions. The pic- 
ture all too clearly shows that the 
only controlling force in this matter 
over these seven years was the ambi- 
tion and the expansionist philosophy 
of our sales management, which— 
while laudible—leaves something to 
be desired in terms of prudent busi- 
ness management. Some other guid- 
ing factor is needed. 


Control 


It needs no demonstrating, I be- 
lieve, to show that better selection, 
better training, and better super- 
vision, on which we have relied to 





improve our manpower—while they 
are most useful and helpful tools— 
cannot of themselves solve this prob- 
lem of effective control of our 
agency expansion in good times and 
bad. A better quality of manpower 
is, of course, always desirable. But 
here is a problem of quantity, as 
well as quality. And the evidence 
suggests that if we continue to ig- 
nore quantity, we will only defeat all 
our efforts to develop men of quality. 
For I know of no better way to im- 
poverish and drive out of the busi- 
ness a good, well-selected, and well- 
trained man than to dump too many 
men of the same kind into his mar- 
ket to compete with him. 

In most lines of business where 
margins are perfectly clear and are 
not based upon a variety of future 
assumptions, factors of cost would 
have stepped in and controlled more 
sharply this period of attempted ex- 
pansion working against a stagnant 
market. In the automobile business, 
the chain store business, and in other 
fields the stagnant period of the 
thirties certainly was not character- 
ized by vast expenditures in setting 
up new outlets to compete with their 








THe combination of 
company-wide team- 
work, effective sales aids 
and up-to-the-minute 
training methods spells 
successful careers for 
our Fieldmen. 


The Ohio National Life 
Insurance Company, 
Cincinnati, Ohio. 
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school which 
Office, and lasts a week. 


more thorough job,.. 
more effective underwriting 


belong to Life Insurance. 





It’s School Days Again 
| For Our Managers 


In groups of sixteen at a time, our District 
Managers are going to school, .. 
is conducted at the Home 


By this means, we seek to make stronger 
our plans and methods for training career 
Agents, . . . for helping field men do a 
and thus, through 


service, to add to the glories that already 


. a special 


and proper 
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Liberal Agency Contracts 
Available to Texas Men Who Can 
Qualify to Represent the Amicable 
In Texas 

















already established but struggling 
outlets. Their controls from a cost 
angle are immediate and sharp; ours 
are not. But that being the case, it 
does seem to me that we should be 
most eager to find and adopt such 
other statistical controls as can be 
devised for governing the expansion 
and development of our agency field 
activity on a national and on a local 
level. This is particularly true since 
we are aware that both new business 
and new agents are in the aggregate 
put on our books at a loss, which 
must be absorbed by the business 
already on the books, and that in 
a period of poor sales and low per- 
sistency added waste and loss are 
nearly certain to follow on the heels 
of increased management pressure 
for more sales outlets and sales. 


Market Research 


Turning again to other industries, 
it is significant that many of those 
industries which have the most 
highly developed and sensitive cost 
controls are also using a new modern 
control tool—namely, market re- 
search. 


November 1, 1947 


A great industry such as steel, for 
example, which certainly knows its 
costs to the last penny, would not 
conceive of making new capital in- 
vestment in plant or productive ca- 
pacity without knowing from pain- 
staking and extended research of 
market data covering a long period 
of years just what the probable mar- 
ket for this or that type of steel will 
be and just what new capacity or 
new investment is needed. 

A chain store organization would 
not think of expanding its ware- 
housing, transport and retail outlet 
facilities without having first studied 
in great detail the market potential 
of the area in which expansion was 
to take place. Then before setting 
up new retail outlets, say for food 
stores, detailed and painstaking sur- 
veys would be made of the number 
of families within the known prac- 
tical radius of the proposed location, 
the average number of persons per 
family, the levels of family income 
represented, and present service 
offered these families by competitive 
outlets—and all this would be 
thrown against known statistics of 
average annual food consumption 


for families of that size and average 
income level. 

In the automobile field we have 
a striking example of use of market 
research as a controlling factor in 
the development of distributive or- 
ganization. Twenty or thirty years 
ago it was the custom in the auto- 
mobile business to pass out new car 
sales franchises quite freely—almost 
as freely as we extend our agent’s 
franchise. Almost every alley or 
side-street garage boasted a new car 
dealer’s contract—even though many 
of them were unable to make even 
the investment required to display 
a floor model. Mortality among 
dealers was very, very high; the 
floating dealer force resembled our 
floating agency force of the thirties ; 
and thus the average earnings from 
the new sales franchise were very 
low. Today a dealer franchise is 
let only after study of market sta- 
tistics reveals that there is a market 
adequate to support a strong, profit- 
able dealership providing adequate 
and satisfactory sales and service 
facilities. Then the franchise is let 
only to the individual with the 


(Continued on the next page) 


53 





Market Research—Continued 


necessary capital and the business 
know-how to provide such a strong 
outlet. Thus the result has been a 
much, much lower dealer turnover, 
a much stronger distributive set-up, 
and a much higher average return 
for each franchise let. Most auto- 
mobile manufacturers have come to 
realize that protecting the solvency 
of their retail outlets is just plain 
good business. 


Required Information 


I could 
amples, but if you will permit me 
to assume for the moment that you 
agree on the desirability of some 
such form of control in our busi- 
ness, | would like to develop briefly 
what market 


go on citing other ex- 


research we might 
readily undertake, individually and 
collectively, the 


and how 


might be used. 


results 


First, how much information do 
we need to make use of market re- 
search in controlling this problem 


of too great turnover? As I see it, 





we need these minimum essential 
figures, most of which should be 
available to us on not less than a 
semi-annual basis: 
1. Sales of new Ordinary busi- 
ness by counties and by large urban 
centers—unless the urban and 
county lines are so close as to be 
nearly identical. If at all possible, 
sales in these geographical break- 
downs should be reported both in 
toto and in terms of sales from full- 
time agents only. 
2. A census of full-time agents 

these same counties and urban 
centers. Perhaps the statistical work 
would be reduced and the essential 
result obtained if only agents under 
contract one year or 
ported. 

These two figures would give us 
the static picture of how 
force is presently faring. 
tion, we should have 


by 


more were re- 


our sales 
In addi- 





3. A reasonably accurate series of 
correlations of our new sales with 
economic factors, in order to allow 
us to predict within reasonable limits 
how future sales will run. Most of 
you may have seen the work done by 
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Mr. 


Edmunds, 


Northwestern 
tional’s Economic Analyst, in the 
last year or so, in an effort to pro- 
duce such correlations. 


Na- 


His results 
are not conclusive but they suggest 
that reasonably conclusive forecasts 
should be obtainable. 

4. Insurance in force by counties 
and by urban centers. This last 
point is not wholly essential, as are 
the first three points, but it would 
appear that because our product is 
one which is not consumed, and each 
purchase theoretically adds to the 
total store in use, knowledge of the 
total insurance in force might be 
necessary for successt{ul interpreta- 
tion of such data as we collect. 


Use of Data 
While I recognize that it might be 


a fairly expensive operation 
some 


for 
particularly the 
to equip them- 
selves to supply this data to some 
central source, the cost of so equip- 
ping themselves would certainly be 
repaid many times over if they used 
these market indices for more effec- 
tive control of their expenses 
distribution over the years ahead. 


companies 
larger companies 
a 


of 


Next, let us briefly examine some 
possible uses of data of this kind. 
Let us assume that our accumulated 
figures of the kind I have been dis- 
cussing showed the share per full- 
time agent in a given market such 
as Washington, D. C. to be running 
around $50,000 of new Ordinary 
production. Suppose, also, it showed 
that the population and_ buying 
power were falling off sharply and 
the forecast was poor. And then let 
us suppose that at the same time we 
found the share per full-time agent 


in some 25 other urban centers 
throughout the country running 


above the $100,000 mark, with busi- 
ness of these 
Certainly 
under those circumstances it would 
take a courageous local manager to 
attempt to out on a new re- 
cruiting drive in the city of Wash- 
ington, D. C. A prudent manager 
would be likely to decide that the re- 
turn from new recruits would be low 
and that the best of his management 
ability and time should be focussed 
upon stabilizing, helping, and pro- 
tecting the clientele or markets of 
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his already going agents. On the 
other hand, the manager in an area 
where the share per agent is running 


upW: rds of $100,000 per man might 
quite prudently conclude that the 
market was such as to make recruit- 


ing a plausible undertaking for well- 
selected and well-trained men. 


Would not forces like these working 
on local managers throughout the 
country act quickly to correct any 
excessive local market pressure and 
any demoralization among the agents 
ina given locale? Would it not be a 
most helpful guide to the general 
agent in governing his investment 
and protecting him against loss ? And 
would not we ourselves be highly 
conscious that added recruiting pres- 
sure in Washington, D. C. could only 
mean higher turnover, greater irri- 
tation for the public, and probably 
substantial loss to ourselves ? 

My time is too brief to enlarge 
more on the possible uses of this 
type of market research. I only hope 
that I have said enough to stimulate 
your thinking along the lines of 
valuable uses to us, aS managers, 
from the gathering of this type of 
market statistics. In my remaining 
time, | would like to suggest another 
of market research which | 
believe we are badly in need of and 
which might prove even more useful 
to us as managers. 


area 


In the steel business, the unit of 
market is the fabricator or 
tractor. In the grocery business, it 


con- 


is the consumer families in a given 
convenient area. In the milk busi- 
ness, it is the families to a certain 
length of route, ete. 
other 


Almost every 
has a measurable 
basic unit of market which, when 
statistically analyzed from one angle 
or another, throws light on the whole 
distributive problem and even the 
production and investment problems. 


business 


Basic Market 


But in our business we have little 
or no knowledge of what our basic 
market is. How does our successful 
agent piece together a market or 
clientele ? 
fodder does it take to keep him 
going successfully? Why is it that 
one agent builds his market one way 
and another agent builds it another 


How much © prospect 


way? Is there an easy course and a 
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we be 
able to teach the easy course? Why 
is it, although we know the new 
man’s success is wrapped up almost 
wholly in the question of whether he 
can find a market, that our recruit- 
ing consists largely of finding a likely 
man and then vaguely hoping he has 
a market he can bring to us? Why 
can’t we, like other businesses, find 
out first where there is a market 
needing our services and then re 
cruit the man for that specific mar- 
ket? Why is it that when an agent 
dies, perhaps after 10 to 20 years of 


hard course, and shouldn't 
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faithful service, the market which 
we have paid him perhaps as much 
as $100,000 to $200,000 to build for 
us over the years appears simply to 
disintegrate as a future workable 
unit for an agent, and that it is 
rarely possible for us to find and 
place another agent in that market 
who can both fully capitalize on the 
previous agent’s good will and pro 
tect for us our investment im that 
market ? 

I could continue these questions 
indefinitely ; for 


here is a most 


\ 
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Excellent Training 

The Company’s training and 
retraining plans are compre- 
hensive, definite, thorough, 
enabling new men to promptly 
establish satisfactory incomes, 
and experienced men to grow 
and progress. 


High Average Earnings 
Indianapolis Life Representa- 
tives enjoy unusually high in- 
comes. 


Selling Aids That Make 

Needs Clear 

The Company’s ratebook— 
carefully designed for pro- 
gramming, briefing and pack- 
age selling—answers available 
instantly. Modern sales litera- 
ture and briefs to cover all 
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Market Research—Continued 


absorbing series of problems the 
answers to which.are sadly lacking. 
To state the importance of such re- 
search bluntly, | frankly believe our 
teaching of prospecting and market 
building today is so elementary as 
to be shameful, and our selection and 
training of manpower without much 
sharper reference to the all-import- 
ant question of markets and market- 
building potential involved, leaves 
very, very much to be desired. 


Actual Results 

Three or four of us at North- 
western National who have become 
interested in this problem have been 
doing some limited but nevertheless 
interesting research into some of 
these questions. We are not far 
enough along to develop a group of 
substantiated conclusions, but de- 
tailed study of the markets of several 
of our very high-grade producers 
has brought us up against some most 
disturbing questions. For example: 
1. Among these particular high- 
grade producers there is very little 
evidence that “centers of influence,” 
such as we urge our salesmen to 
cultivate as a major prospecting 
technique, actually proved a fruitful 
method of market building. Here 
and there a friend led the agent to 
another person where a sale was 
made. But only in three or four 
instances did any of these salesmen 
succeed in forming a 
for contracting 


real center 
numbers of others 
who buy. The greatest number of 
sales emanating from one center was 
five sales, and in no case did the 
market developed through centers 
constitute more than 10% of the 
agent’s total market. (This is ex- 
clusive, of course, of wholesale 
cases. ) 
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Honors graduate in economics and mathe- 
matics (including actuarial science) from 
University of Manitoba is seeking a 
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home office of Canadian company cover- 
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service work, as well as bond and stock 
investments; since January |, 1946 con- 
nection with same company has been 
solely as an agent on commission basis. 


Write Box L-92, Best's Life Insurance 
News, 75 Fulton Street, New York 7, 
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2. This lack of substantial “cen- 
ters of influence” in the markets 
built by this group of men (although 
the agents themselves thought they 
had many such centers before the 
survey was made) had two very 
marked exceptions. These agents’ 
wives and the agents themselves in 
almost every case appear to be dis- 
tinct “centers of influence.” This 
is particularly true of those agents 
whose market building is easiest, 
least costly, and most firm—e., 
where the least lapse occurs. And 
this has led us to further study which 
suggests that perhaps the most im- 
portant single factor in the success 
of a new agent and the rapidity of 
his market development lies in this 
question: Is he or is his wife already 
a “center of influence” at the time 
we place him under contract? And 
by “center of influence” we do not 
mean just a “joiner” or a political 
“hanger on” or a “social climber.” 
We mean, has he really established 
himself as a leader among some 
group of people? Here is perhaps a 
significant selection factor which 
needs accurate defining so that we 
can measure in the new recruit his 
actual worth, or that of his wife, as 
an established “center of influence.” 


Influence 


3. A clear map of an agent’s mar- 
ket building over a period of years 
shows distinctly that the market- 
building process is one of constantly 
and continuously changing the circle 
of people he contacts socially and in 
a business way. While roughly 80% 
of sales in these agents’ first year 
were to people they knew before they 
entered the business, after five or six 
years only 20% of new sales (as 
distinguished’ from repeat sales) 
were to people they knew prior to 
entering the business. What is the 
dominant process by which this 
change of circle of contacts takes 
place? Every one of the agents 
studied indicated before the survey 
he thought the dominant process was 
the referred lead. In no case after 
the survey did this prove to be the 
truth. One agent who before the 
survey estimated that as high as 60 
or 65% of his new sales came from 
direct referred leads was astonished 
to find that only 21% had actually 
come from that source—and that 
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‘cen-§ was the highest percentage of re- would show the standard and ac- 
‘kets | ferred lead sales of any of the agents cepted methods we teach are more 
ugh F studied. The plain fact is that in workable and easier to use than these 
they J each case extension of the agent’s agents found them. But one thing 
the J area of fruitful contacts came pre- these studies have impressed on me 
very | dominantly from people he met not —we have much to learn about our 
ents’ fas “Agent Jones” carrying out a_ basic unit of market and even more 
‘sin J planned prospecting technique but to learn about the most fruitful and 
dis- | from people he met as plain “John most profitable ways of putting to- 
This | Jones, citizen” who has a somewhat gether a market at the level of the 
ents | higher than average interest in individual agent. And again, I hope 
jest, | people and the activities that interest I have stimulated enough interest in 
-i.e., J people in his community. For ex- you to suggest that further study of 
And § ample, in the case of the agent cited this kind would be fruitful. 
hich | above who thought he got 65% of In closing, let me ask a question: 
im- J his new policyho\'ers through re- When sales are made, two people are 
cess § ferred leads, careful analysis showed involved, the agent and the buyer. HOTet MMOuas seerenson’ oe 
y of he got nearly two-thirds of his sales Which is the more important? To _—e 
this § from contacts he made while doing date our management tools—cen- PO BL ag 
ady § the things he liked to do asa private tered as they are on selection, train- 
‘ime | person—and only a third came from jing and supervision of agents—ap- I ccnnen ee 
And § direct prospecting activity as an pear to focus on the agent with 
not § agent. minor reference to the buyer or the HOTEL CLAYPOOL. tndianpli 
‘ical 4. Another thing which has raised market. But no matter which you LOUISIANA 
er.” J some questions in our mind is the place first, I am sure that our buyers HOTEL DESOTO 200000 /JNew Orleans 
hed discovery that these men were or our markets are worth a great 
pmé § apparently unable to develop so- deal more study than we have given HOTEL LAMAR seer! Mesidion 
PS @ F called “endless chains.” Most of them. I believe such study can 
uch § their chains end, and rather abruptly, strengthen us as managers in the anes One ee onda 
we § after one or two links have been control of our operations ; that better 
his | formed—the largest single chain control marketwise will protect the On hen 
» 4S # among these skilled agents having welfare and basic source of liveli- 
ce.” F consisted of five links after the hood of our field forces; and that HOTEL ALDNOSE OMA 
first sale. Again, we found that better knowledge of how our mar- 
when they succeeded in setting up a__ kets are pieced and held together will HOTEL WADE HAMPTON’. Columbia 
chain, the extension of the chain immeasurably strengthen us in selec- 
ar- led progressively to a poorer class _ tion, training, and supervision of the HOTEL STEPHEN FYAUSTIN......Aueti 
ars | Of prospect and lower quality busi- men whose fundamental job it is HOTEL Brow fonnood 
<et- ness. On the other hand, non-pros- to bring a market to us. HOTEL TEXAS 
itly pecting activities, which from i TEL GALVEZ 
rcle to time brought these agents into meeting, October 1947. 
1 in a new sphere of acquired acquaint- 
)% ances, opened larger markets than a : han na 
ear the chain process tapped, and in || HOTEL MENGER ..........$an Antonio 
hey those markets the quality of business || 
cin was likely to be uniform. a 
(as I could go on pointing out other 
es) ways in which our study of the 
- to actual market put together by these B ton 
the agents over a long period of years f os SERVING II STATE 
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vey ket is formed. But again, let me ‘ ee ; 
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L.A. A. SURVEY 
Printing and Reproduction 


NOTHER in the series of re- 

search projects being conducted 
by the Life Insurance Advertisers 
Association has just been released to 
its members. 

This—the tenth in the research 
projects series is on Printing and 
Reproduction Processes and was 
compiled and edited by A. L. E. 
Crouter, Printing Coordinator of 
the New York Life Insurance Com- 
pany. 

The report, running 35 pages, is 
one of the most comprehensive in 
the series and is based on the ex- 
perience of 116 life insurance 
companies. The report analyzes 
more than 4500 answers to ques- 
tions, giving an unusually complete 
picture of the methods and proced- 
ures used by life insurance com- 
panies in handling and solving their 
printing and 
problems. 


other reproduction 
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BENEFIT PAYMENTS 
Up 9%, 


ENEFIT payments to life insur- 

ance policyholders or beneficiaries 
in the U. S. from their imsurance 
companies were 9% greater in July 
than a year ago, the Institute of Life 
Insurance reports. 

In July, total payments to policy- 
holders and beneficiaries were $247 ,- 
203,000, compared with $225,887,- 
000 in July of last The 
payments to policyholders 
showed _ the 


vear. 
living 
gain and 
represented 53° of the aggregate 
payments. They were $131,245,000, 
up 10%, while death benefit pay- 
ments were $115,958,000, up 9°. 
For the months of 
the vear, total payments by the life 
companies were $1,766,616,000, an 
increase of $108,745,000 over pay- 


greater 


first seven 


ments of the corresponding period 
in 1946. 
The 


ported by the Institute as follows: 


benefit payments were re- 


July 
On 
First Seven Months 


next 15 years, life in- 
yMpanies can expect to 
the 0 il pt e level 
60 per cent higher than 
ls, Horace W. Foskett 
--president of the Equi 


1ate past 


ion’s 24th an- 





\ssociat 


sainst what he termed 
s Or the icWw TO 
Foskett ce ired that 





the life insurance business is in a 
very fortunate position with respect 
to costs but that complacency about 
expenses is an extremely dangerous 
attitude to tolerate in the business, 
Interest earnings, he said, are at an 
all-time low and mortality has ap. 
parently stabilized at such a low 
level that additional savings in 
mortality cannot be relied upon to 
offset both decreased interest earn- 
ings and increased overhead costs. 
During the war, Mr. Foskett said, 
the insurance business of necessity 
streamlined its operations and cur- 
tailed some ¢ 


f its services to policy- 
holders and agents without any ap- 
parent hardship to anyone. He 
voiced the hope that before any of 
these services are restored, a careful 
appraisal will be to the 
cost of the service in relation to its 
benefits. 


made as 


“With the ever-increasing cost of 
routine clerical work, anything we 
can do to simplify and streamline 
our operations will pay dividends,” 
Mr. Foskett told the delegates. “A 
reappraisal of all procedures in the 
light of current costs is quite likely 
to reveal many special procedures 
which. although apparently of insig- 
nificant cost when adopted, have 
grown in cost and cumbersomeness 
and like the barnacles on a ship, if 
not periodically removed, greatly 
retard progress.” 

Mr. Foskett urged immediate con- 
sideration of the problems facing the 
departments concerned with renewal 
business. He said that it is not an 
urgent challenge now, but that there 
is a wonderful opportunity to plan 
intelligently and boldly for the 
greatly increased volume of renewal 
transactions which will be handled 
in the not too distant future as the 
result of the volume of new business 
being that the 
the new business in re- 


written. 
impact of 


Warning 


newal departments will be gradual, 
he said its cumulative effect 
not be overlooked. 


must 


He pointed out that an extra dol- 
lar on the cost for issuing a new 
policy may not cost the policyholder 
nearly as much as a few cents added 
on the renewal cost. He said that 
the volume of renewals for the next 
should be estimated 
and plans laid to improve the effi 


live or ten years 
clen y of each scparate Operation, 
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‘Te LIFE UNDERWRITER who sells income secu- 
rity for his client is entitled to the same thing for 
himself. 

Yet no agent’s income is safer than the renewals” 
on which it is based. 

That’s another reason more Occidental agents are 
selling Life Insurance in combination with Acci- 
dent & Sickness these days. 

Both the Life Insurance and the Accident & Sick- 
ness stay on the books better when sold in com- 
bination. 

This is noticeable when the policyholder is well 
and healthy. It’s even more noticeable when dis- 
ability cuts off his normal income. 

Combination policies thus insure your renewals 
while they insure the policyholder’s insurance. 


OCCIDENTAL LIFE Insurance Company 


of Cialffotnia * V.H. JENKINS, Senior Vice-President 


“We pay lifetime renewals-they last as long as you do” 
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Tax Aspects—from 2! 


years of service, so that if the plan 
were discontinued it would not affect 
their rights. However, suppose the 
plan provides that the death benefit 
will be payable only if the employee 
dies while employed by the employer. 
Let us also assume that the employer 
has the right to discharge the em- 
ployee at any time for any reason. 
Has the employee in this case any- 
thing more than an expectancy? His 
discharge may not be likely, but 
neither may the discontinuance of 
the death benefit plan. If the death 
benefit is not a property right or 
life insurance in one case, neither 
would it appear to be in the other. 
What are the income tax conse- 
quences in such an arrangement ? 
The widow has a contractual right— 
she can compel payment on a con- 
tract made for her benefit. If such 
death benefit is paid under a life 
insurance contract it would be ex- 
empt. Is Section 22 (b) (1) limited 
to death benefits paid by life insur- 
ance companies? It does not say so. 
Has not this employer under its 
plan, subject to the conditions stated 


therein with respect to employment, 
contracted to insure the life of the 
employee for the benefit of his 
widow? There are some Board of 
Tax Appeal decisions that indicate 
that such benefits are essentially life 
insurance payments.* If not life 
insurance, are such payments ne- 
cessarily taxable to the widow, who 
rendered no service, or may they be 
considered a gift to her, not from the 
employer who contracted to make 
such payments, but from her de- 
ceased husband, who rendered such 
service to his employer that she bene- 
fited from the employer’s death bene- 
fit plan? There is little authority 
on this question. There are a few 
court decisions and rulings that 
would indicate that such payments 
are subject to income  taxes.® 
Proper consideration does not seem 
to have been given to the proposition 
that such payments are of the nature 
of life insurance. They assume that 
the payments represent compensa- 
tion for services, whereas they may 
be in recognition of services, but not 
in payment. The employee’s salary 
is not generally reduced on account 
of such benefits. These payments 





are often more in the nature of 
morale building expenditures than 
compensation payments. 


Death Benefits Under Annuity and 
Pension Trust Plans 


The plans we have heretofore 
been considering are not governed 
by the provisions of the Revenue 
Act of 1942—that most ambitious 
Act, which undertook to increase 
revenue, stop leaks, and at the same 
time remedy inequities. Those pro- 
visions relate to contributions to 
trusts and the purchase of annuities. 
However, so far as the deductions 
of the employer are concerned, the 
amendments to Section 23(p) do 
apply to all deferred compensation 
plans, including taxpayers on the 
accrual basis who are permitted to 
take deductions only in the year 
of payment. 

A number of recommendations 
made in the Report of the Sub- 
committee of the Senate Finance 
Committee pursuant to S. Res. 215 
(75th Congress) June 19, 1939, re- 
lating to profit-sharing trusts, were 





In Small Units 


The Institute of Life Insurance has been shrewdly 














calling attention to something everyone in the life in- 
surance business should bear in mind—that “misun- 
derstanding and misinterpretation can turn the bigness 
of our business into something negative. The public 
is apt to distrust bigness unless it understands and ap- 
preciates the reasons for it and the uses to which it is 
put. 

“Life insurance public contacts are largely up to 
the agent. Public concepts concerning life insurance 
stem in large part from the agent’s continuing public 
contacts. Our ‘billion dollar stories’ are made up of 
millions of thousand-dollar stories. Essentially the 
bigness is good. ‘The huge total of life insurance in 
force represents a great bulwark of protection and 
security for American families. The asset total means 
a great fund of work for the nation’s 73 million policy- 
holders and at the same time for the national economy. 
The premium total stands for one of the greatest thrift 
programs of all time. The benefit flow is self-evident, 
as a great stabilizing force to the community and a 
dirett aid to millions of families. 

“Tt is one of the agent’s essential public relations 
roles—to state and restate to their clients how many 
small individual units make up the big figures.” 
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LAND 


Lighthouses at Cape Henry, 


Virginia — the old 
lighthouse being the first established by the 
United States Government on the Atlantic Seaboard. 





adopted. 
among other things that deductions 





News 











MARKS 


of 


INSURANCE 


Directing the Way Toward Financial Security 
Since the Turn of the Century. 


Distinction 


ATLANTIC LIFE 
ComPany 


Richmond, Virginia 


Organized 1899 














The Report suggested 
with respect ‘to the purchase of 
annuities and contributions to trusts 


should be treated similarly. The 


cost of annuities was deductible in 
the one year of purchase. Contri- 


butions for pension trusts with re- 
spect to past services were deductible 
over a period of ten years. The Re- 
port also suggested that contribu- 
tions to a trust should not be re- 
quired to be spread over a period 
of years. The Revenue Act of 1942 
permits full deductions of the con- 
tributions in the taxable year, sub- 
ject to certain limitations. However, 
the Report also suggested (p. 131) 
the exemption from all income taxes 
of payments to employees from 
accumulated profit-sharing  retire- 
ment funds. It further suggested the 
issuance and sale of “United States 
Government profit-sharing fund 
bonds,” available only for profit- 
sharing funds, and used for the pro- 
tection of profit-sharing fund in- 
vestments. The term “profit-sharing 
fund” was given a very general in- 
terpretation and was intended to in- 
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clude pension trusts not dependent 
for contributions unon a percentage 
of current earnings. It should be 
noted that Senators Vandenberg and 
Herring, in the Report of the Sub- 
committee, did not recommend any 
of these suggestions. They were 
made by the staff employed by the 
Committee, and were submitted by 
the Committee merely as the test'- 
mony of witnesses at a Committee 
hearing. The suggestion for entire 
exemption from income taxation of 
the profit-sharing distribution is an 
example of extreme incentive tax- 
ation. Taxpayers in general should 
be treated fairly and equitably, but 
a policy of tax exemptions to en- 
courage certain actions, may prove 
extremely dangerous to the general 
welfare. 


41/2°/, Bonds 


The other suggestion with respect 
to issuance and sale of “United 
States Government profit-sharing 
fund bonds” was also in the nature 
of a suggested subsidy. It was sug- 
gested that the minimum interest 


rate of such bonds should be at 
least 414 per cent. In the meantime 
since 1939, the Government bonds 
available for investment by pension 
trusts have increased by many bil- 
lions. Therefore, any merit in the 
above suggestion in 1939 would not 
appear to exist today, unless we 
favor a subsidy to encourage such 
pension and profit-sharing trusts in 
the form of high interest bonds. 
Let us consider whether 
there is any unfair treatment with 
respect to the taxation of death 
benefits under annuity and pension 
trust plans. If the trust or the em- 
ployer purchases life insurance, the 
proceeds will be exempt from tax- 
ation. Proceeds of life insurance 
payable upon the death of the in- 
sured, where the policy has not 
been transferred for a valuable con- 
sideration, have been exempt under 
all the revenue acts beginning with 
the Act of 1913. Often the death 
of the insured results in the loss of 
the breadwinner, and any possible 
gain is more than offset by such loss. 
At any rate, it may be assumed that 


now 


(Continued on the next page) 
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Tax Aspects—Continued 


it is the long established Congres- 
sional policy to exempt proceeds of 
life insurance paid upon the death of 
the insured. 

But suppose the employer, instead 
of buying life insurance from an in- 
surance company, is a self-insurer, 
either directly or indirectly through 
a trust. Should the death benefit 
received by the widow in such a case 
be taxable when such benefit would 
not have been taxable if it had been 
received from an insurance com- 
pany? The language of the present 
exemption provisions*® may be 
broad enough to include such death 
benefits. 

At this point attention should be 
called to the fact that under the in- 
come tax regulations relating to 
approved trusts, the widow is held 
taxable upon the amount paid under 
life insurance to the extent the pro- 
ceeds include the reserve held to 
pay a pension."! The validity of that 
provision has been questioned in 
view of the explicit exemption in 
Section 22(b) (1) relating to pro- 
ceeds of life insurance paid upon the 
death of the insured. 


Perhaps an equitable solution to 
the situation would be to exempt 
from the income tax death benefits 
payable either directly by an em- 
ployer under an employee welfare 
plan or paid by an insurance com- 
pany up toa reasonable amount, such 
as one year’s salary, whether pay- 
able in a lump sum or in instalments. 
Such exemption may be justified in 
that it generally only partially off- 
sets the loss from the death of the 
breadwinner. If a complete exemp- 
tion of even a limited amount is not 
considered advisable, then such 
death benefit if paid in one sum 
should at least have the advantage 
of a long-term capital gain, such as 
is given to distributions made in one 
year upon termination of employ- 
ment in the case of approved pension 
trusts. 


Estate Tax Angle 


Now let us consider further the 
If the death bene- 
fit is payable under a life insurance 
policy, the value of the policy would 
be subject to the Federal estate ‘tax, 
if the employee had the right to 


estate tax angle. 
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name the beneficiary, which is an in. 
cident of ownership. If he does not 
have such right, and if the em. 
ployee has not contributed any funds 
toward such insurance, it would ap- 
pear that the insurance would not 
be taxable, unless the mere rendition 
of services for which he received 
full compensation during his life 
time, be considered equivalent to the 
payment of premiums. 

If the death benefit is payable un- 
der the provisions of a joint and 
survivor annuity contract, the value 
of the survivor annuity is apparently 
considered by the Internal Revenue 
Bureau’ as subject to estate taxes, 
The employee, apparently by his 
election to receive such an annuity 
in lieu of a straight life annuity, is 
considered as having made a trans- 
fer to take effect at his death. He 
may not have applied any funds to 
purchase such annuity, yet his mere 
election may be sufficient to tax the 
annuity. Moreover, when the wife's 
rights become vested, he may be con- 
sidered as having made a gift, sub- 
ject to the gift tax, and being a gift 
of a future interest, not entitled to 
the $3,000 exclusion feature of the 
law. Further, when he makes a 
eift of something of value that he 
received from his employer, it would 
appear that he had received income 
in the nature of compensation for 
which he would be taxable. Thus 
the election to receive a joint and 
survivor annuity, and so protect the 
employee’s widow, may result in an 
additional income tax to the em- 
plovee, a gift tax to the employee, an 
estate tax, and an income tax to the 
widow based on the 3 per cent 
formula. Such an aggregate of tax 
burdens may leave little left for the 
widow. 

If the death benefit is not regarded 
as life insurance or is not a survivor 
annuity, it would be subject to estate 
taxes only on the theory that the 
employee by rendering service under 
a contract had caused a transfer of 
property to be made effective at or 
after his death. But as stated before, 
he may have had only an expectancy, 
since the employer may have been 
able to relieve himself of any lia- 
bility for the death benefit by dis- 
charging him. 

To summarize the estate tax situa- 
tion with respect to employee death 


benefits, it may be concluded (a) 
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tha: such tax would appear to be 
avoidable if the death benefit was 
only an expectancy capable of being 
made ineffective at the whim of the 
enployer through discontinuance of 
the plan or the severance of the 
employer-employee relationship ; (b) 
if the employee has contributed only 
services, and does not have the right 
to designate the beneficiary, it is 
doubtful whether such benefit would 
be subject to estate taxes ; (c) where 
the benefit is payable under a life 
insurance contract, a joint and sur- 
viver annuity, or a nonforfeitable 
trust, with the right of the em- 
plovee to designate the beneficiary, it 
likely that such benefit 
would be subject to estate taxes. 
the Committee on Taxation, 
Trust Division, American Bankers 
\ssociation, has suggested that all 
amounts 


appears 


beneficiaries 
for employees’ pension, annuity and 


received by 


similar funds, be treated as income, 
and that the right to receive benefits 
and payments made from such funds 
be made free from gift tax and 
estate tax to the employee and his 
estate (pp. 6 and 23). The Report 
speaks particularly of the inequity 
involved in the case of joint and 
survivor income, under which it is 
possible that the wife may not sur- 
vive to enjoy the alleged gift, and 
if she does survive, she may not live 
sufficiently long to realize its value 
as determined for estate tax pur- 
Such inequities may result 
in all purchases of joint and sur- 


poses. 


vivor annuity contracts, regardless 
of employee plans and should be 
given remedial legislative considera- 
tion. 

Under the existing Federal estate 
tax regulations an annuity may be 
valued in either of three ways. lf 
paid by an insurance company regu- 
larly engaged in the selling of con- 
tracts of that character the value 
is established through the sale by 
that company of comparable con- 
tracts. If paid by a life insurance 
under the terms of an 
optional settlement made with re- 


company 
spect to a life insurance policy, the 
value is the sum used by the insur 
ince company in determining the 
wnount of the annuity, or the sum 
that would have been payable in 
cash if no option had been exer 
cised. All other future payments are 
to be discounted upon the basis of 
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compound interest at 4 per cent a 
year, and if it is a life annuity, upon 
the basis of the Actuaries or Com- 
bined Experience Table of Mortality. 
If a widow, aged 60, is to receive 
$500 a month for her lifetime, the 
value for estate tax purposes might 
be $107,500, the replacement cost of 
the annuity; $77,500 proceeds pay- 
able at death under a life insurance 
policy, or $57,500 payable under a 
will.’ Thus where the annuity is 
provided under an annuity contract, 
the estate tax valuation might be 
almost double what it would be if 
payable under a will. What valid 


excuse is there for such a discrep 
ancy? Moreover, the widow may be 
in bad health at the time of the death 
of her husband, and to apply ac 
tuarial mortality tables applicable to 
persons in good health buying an 
nuities, leads to 
unjust results, 


absurd and most 


Sensible Solution 
However, even if the present 
method of valuing annuities were 
placed on a more equitable basis, 
there are still strong arguments for 


(Continued on the next page) 
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Tax Aspects—Continued 

not subjecting annuities paid by an 
employer, either directly or through 
an insurance company, to estate 
taxes. As heretofore shown, ‘such 
taxes may likely be avoided by the 
terms of the plan—either not giving 
contractual rights or not permitting 
the employer to designate the bene- 
ficiary. Should such formal con- 
siderations be determinative of tax 
liability? Moreover, the situation in 
employee plans differs from pur- 
chases made by the ordinary tax- 
payer in that the taxpayer who goes 
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viding the death benefit. The funds 
or their equivalent come to his estate 
after his death. The employee has 
not enjoyed any control the 


bonds, stocks, or 


over 


funds during his lifetime. 


| l 

nd newsp pers have been telling us 
and ne 

the corn crop will currently influ- 


minds us that the quality ol seed, 


and rain also affect the size 


this same 


pri ksin Li 

working t rether — good se- 

ber of pe l fac S oft g g § : 

be : 

| id 1, t > supervision, morale building 
| lection, MNGUCLE } is : 

6 ial veo ae all working at once -—= 

SC a ni 1 ¢€ ¢ £ 

| best | r Life Underwriter, General 
cure t! Des es eer L 
| secure ¢ c 
: Agen 1 the I self 
' eC 
Ss! >< re 


factors con 










— 


pl aes Lore 
\§) It requires extraordinary 
tors constantly. That 


ERSHIP”, for both the Underwriter 
WILL BECOME INCREASINGLY IM 


THE DAYS AHEAD. 


“Personal Leadership Ability” 
most important 
writer, Company, 












TR: AINING FOR LEAD- 
and the General Agent, 


PORTANT IN 


Ss why 


is the 
goal for Life Under- 
and Nation alike. 


CENTRAL LIFE ASSURANCE SOCIETY 


(MUTUAL) 


HOME OFFICE - 


DES MOINES 6, 


IOWA 


“Yu the Heart of the Cornbdlt™ 





The suggestion in the Report of 
the Committee on Taxation, Trust 
Division, American Bankers Associ- 
ation, that such payments be subject 
to income tax, which would be pay- 
able as the death benefits are re- 
ceived, and not subject to estate 
taxes, which would be payable under 
the estate tax return at one time, 
and based upon theoretical valua- 
tions, would appear to be a sensible 
solution. There is some doubt as 
to the taxability of some of these 
death benefits. The proposed 
amendments would settle such ques- 
tion by making the death benefit 
other than life insurance, subject to 
the income tax. But the beneficiary 
would not be required to pay two 
taxes—an estate and income tax, 
Considering all of the equities in- 
volved, an income tax based on 
actual payments received, under 
employee death benefit plans, tax- 
able as received, with a provision 
that if such payment is made all in 
one year the income shall be con- 
sidered a long-term capital gain, and 
the elimination of the gift and estate 
taxes, would appear to be a sensible 
solution to the many vexatious prob- 
lems which involve uncertain and 
multitudinous taxes. 


NOTES 


1 Section ee b) (2), ILR.C. 

2 1939-1, C.B. Pt. 2, p. 569. 

za See Sociots by author in September, 1946 
issue of “Taxes,” p. 859. 

Thornley v. Commissioner (1943), 2 


TC 220 


(CCH Dec. 13, 301); NA. 1944 C.B. 49; Com- 
missioner’s appeal dismissed, March 8, 1944. 
* 1937-1 C.B. 136, followed in Virginia M. 


MacArthur, 
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subsection i, 
fax Act as 


8 TC No. 32 

January 23, 1946, under Section 3, 
paragraph (b), of the Income War 
enacted by Chapter 23, Statutes of 


1945. 

> Section 126, I.R.C. 

7 1937-1 ( B. 281; also Dimock v. Corwin, 19 
F. Supp. 56 (1937); aff'd. on another point 
19 F. 2d 799 (CCA-2, 1938), aff’d. 306 U.S. 363 
(1939). 


‘For estate tax purposes in 
United States, 29 F. Supp. 860, 
the Commisioner conceded that a year’s salary 
paid under the New York City Employees’ Re- 
tirement System constituted life insurance. Sim- 
ilarly, Estate of Stuart Wilson, 42 BTA 1196 
(1940); also cf. Matter of Estate of Mary Fitz 
Simmons, 158 Misc. 789, 287 N.Y.S. 171; 
Estate of Hugh O’Do nnell, 153 Mise. 480, 275 
N.Y.S. 445; William J. O’Shea’s Estate, 47 
BTA 87. 

*See Mary Sutro z 
CAL., June 2, 
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(Ct. Cls. 1939), 


United States (D.C. N.D. 
1942) 42-2 USTC, Paragraph 
1523; Jennie C. Flarsheim v. U. } s 
(2d) 105; and Warnadoe Allen (D.C. Md. 
Ga.) June 4, 1946, 67 Fed. Supp. 152, aff. 
CCA-5 Nev. 22, 1946 ; denied; 
Curtis, 8 T.C. No. 30; 1.T. 3708. 1945 CB 129, 
ss Bg I.T. 3315, 1939-2 CB 164; I.T. 3801, 


1946-10-12309; I.T. 3840, 1947-4-12489. 

” See Section 22(b)(1) I.R.C. 

11 See Section 29.165-6 Reg. 111. 

See Special Ruling, December 21, 1943, 
(C.C.H. Federal Estate and Gift Tax Service, 
P ari Agr é aph 6005). 
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CANADIAN SERVICE INSURANCE 


INCE the Veterans Insurance 

Act was brought into effect in 
Canada, there has been a_ steady 
demand for such insurance, accord- 
ing to officials of the Canadian 
Government in Ottawa where it is 
learned that up to the present time 
12,402 policies have been issued 
for a face amount of $36,675,500, 
though of the approximately 15,000 
Americans who joined the Cana- 
dian Forces and who are thus eligi- 
ble less than 10 per cent have so 
far applied. 

There has been a very low rate 
of lapsed policies, officials empha- 
size, and less than 4 per cent of the 
policies issued are now lapsed, with 
more than $35,000,000 of the in- 
surance issued being still in force. 

Furthermore, these officials do not 
hesitate to declare that it is expected 
that the amount of insurance will 
increase greatly as veterans become 
established after their extensive re- 
habilitation training, and, in partic- 
ular, as the effective period of eligi- 
bility will soon expire. As a matter 
of fact, the case of the Americans 
who are eligible for such insurance 
is especially emphasized in this re- 
spect. 


Eligibility 


Veterans of the Canadian Forces 
who were citizens of other countries 
are eligible for such Veterans Insur- 
ance, even though they have now 
returned to their native country, and 
there are about 15,000 Americans 
who are included in this classifica- 
tion. These Americans all have 
available to them re-establishment 
credits of various amounts and the 
only way they can use the credit, if 
they are residing now outside of 
Canada, is in the purchase of Vet- 
erans Insurance. There is some 
urgency in the matter now for these 
Americans who are estimated to 
number about 13,500. still having 
varying amounts standing to their 
credit with the 
ment, 


Canadian Govern- 

There is a three year period of 
eligibility provided by the Veterans 
Insurance Act which expires three 
years after discharge, except for 
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those discharged prior to February 
20, 1945, who have until February 
20, 1948, for their applications to 
be received and approved. ‘This 
would mean the vast majority of the 
Americans who served with the 
Canadian Forces because most of 
these Americans took advantage of 
the opportunity to transfer soon 
after Pearl Harbor. 

The Canadian Government did 
not authorize In-Service insurance 
for members of its armed forces 
during World War II as did the 
United States under the National 
Service Life Insurance Act. How- 
ever, while the hostilities were still 
on, the Veterans Insurance Act was 
passed in 1944 as part of the large 
Canadian Government scheme for 
the rehabilitation of its veterans. 


Maximum $10,000 


This Act provided that life insur- 
ance be made available in multiples 
of $500 up to a maximum of $10,000 
with the minimum requirements of 
insurability. It was provided that 
any veteran with a reasonable ex- 
pectancy of life should be able to 
obtain insurance on application. 

Those eligible to contract for Vet- 
erans Insurance are all veterans of 
the Canadian and the 
widows of the uninsured veterans or 
pensioners who are receiving pen- 
sion relating to the war. Subsequent 
legislation has provided that Vet- 
erans Insurance is also obtainable 
by certain merchant seamen, auxil- 
lary 


Forces 


services supervisors, fire 
fighters and members of the Per- 
manent Force. 

Veterans Insurance in Canada was 
approved in principle by Canadian 
Life insurance companies and they 
have co-operated in recommending 
it to prospects who did not ‘meet their 
more rigid medical standards. 

There are five plans of life insur- 
ance providing life insurance with 
premiums payable 10, 15 or 20 years 
or until age 65 or 85. No endow 
ment or term insurance is issued. 

The premiums charged are net 
premiums on the British Offices Life 
Tables, OM(5) with interest at 31% 


per cent and they are payable annu- 
ally, semi-annually, quarterly or 
monthly at no extra charge. This 
is a grace period of one month. The 
premiums may be paid by direct 
remittance or from Federal Civil 
Service or Permanent Force sal- 
aries or from Government pension 
under the Pension Act. They may 
also be paid from the applicant’s 
re-establishment credit. For the vet- 
erans who reside outside of Canada, 
such as in the United States, this is 
the only practical means for using 
their credit and Veterans Insurance 
policies should, therefore, prove very 
attractive to these members of the 
Canadian Forces who have remained 
outside of this country. 

Administration expenses are all 
borne by the Canadian Government 
and no extra premium is charged 
for a Waiver of Premium benefit in- 
cluded which provides for the 
Waiver of Premiums during total, 
and, presumably, permanent dis- 
ability. There is also no restriction 
and no extra charge because of oc- 
cupation or travel hazards, with no 
war clause being included. 


Restrictions 


The beneficiary under a Veterans 
Insurance policy must be chosen 
from immediate relationship. If a 
veteran has a wife or children living, 
the beneficiary must be selected from 
amongst them, and, in the event of a 
claim, the proceeds will be distri- 
buted to them in the way requested 
by the insured. If no wife or child 
survives the insured, then a contin- 
gent beneficiary selected from the 
class of a parent, grandparent, step- 
parent, foster parent of the insured 
or the wife of the insured; or a 
brother, sister or grand-child of the 
insured. The insured’s estate may 
not be appointed. 

There is no provision for loans 
m a Veterans Insurance policy, nor 
may it be assigned or come under the 
control of any creditor of the in 
sured or any beneficiary. 

In the event of non-payment of a 
premium by the end of the grace 


(Continued on the next page) 
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Canadian Service—Continued 
period, the policy may be reinstated 
within five years of the due date of 
the first payment in default by pay- 
ment of overdue premiums and sub- 
mission of evidence of insurability. 
A policy may be surrendered for 


its cash value, which is the full ac- 
tuarial reserve, at any time after the 
first two policy years or be changed 
to Reduced Paid-Up Insurance or 
Extended Term Insurance. 

[f a policyholder is a pensioner 
under the Canadian Pension Act 
and if at his death the pension con- 
tinues to a dependent, then the face 
amount of the policy is subject to 
a deduction because of that pension, 
if death occurs during the premium 
paying term under the contract. 


COLER PRESIDENT 
INDIANA ASSOCIATION 


ENDELL P. COLER, vice- 

president and actuary of the 
American United Life Insurance 
Company, of Indianapolis, is the 
newly-elected President of the Indi- 
ana Association of Legal Reserve 
Life Insurance Companies. 





Kenneth Yates, assistant secretary 
of the Empire Life and Accident 
Insurance Company, of Indianapolis, 
was named vice-president, and F. H. 
Sterling, secretary of the State Life 
Insurance Company, of Indianapolis, 
was chosen for secretary-treasurer. 

E. Kirk McKinney, president of 
the « Jefferson National Life Insur- 
ance Company, of Indianapolis, and 
L. J. Kalmbach, first vice-president 
of the Lincoln National Life Insur- 
ance Company, of Fort Wayne, were 
elevated to the organization’s execu- 
tive committee. 


STATEMENT OF THE OWNERSHIP, MANAGE- 
MENT, CIRCULATION, Etc., REQUIRED BY THE 
ACT OF CONGRESS OF AUGUST 24, 1912, OF 
BEST'S INSURANCE NEWS, LIFE EDITION, PUB- 
LISHED MONTHLY AT ALBANY, N. Y., FOR 
OCTOBER |, 1947. 


State of New York, County of New York, ss. 
Before me, a Notary Public in and for the State 
and County aforesaid, personally appeared Arthur 
Snyder, who, having been duly sworn according 
to law, deposes and says that he is the business 
manager of Best's Insurance News, Life Edition, 
and that the following is, to the best of his 
knowledge and belief, a true statement of the 
ownership, management and circulation of the 
aforesaid publication for the date shown in the 
above caption, required by the Act off August 
24, 1912, embodied in section 411, Postal Laws and 
Regulations, printed on the reverse of this form, 
to wit: 

|. That the names and addresses of the pub- 
lisher, editor, managing editor and business man- 


agers, respectively, are: Publisher, Alfred M. Best 
Co., Inc., Executive Offices, 75 Fulton St., New 
York, N. Y.; Editor-in-Chief, Alfred M. Best; 


Managing Editor, Edward J. Fitzsimmons; Business 
Manager, Arthur Snyder, all of 75 Fulton Street, 
New York, N. Y. 
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foresee. 


Participating 


for 


8 ARCH LIFE INSURANCE CO. 
SPRINGFIELD, MASSACHUSETTS 


2. That the owner is Alfred M. Best Company, 
Inc., 75 Fulton St., New York, N. Y.; and that the 
owners of 1% or more of the stock are: 

J. ©. Ammermuller, Estate of, 79 John St., New 
York, N. Y.; Mildred B. Baird, "86 Prospect "Ave, 
Montclair, N. J.; Stannard L. and a K 
Baker, Lansing, Mich.; Alfred M. Best, 75 Fulton 
St., New York, N. Y.; "Walter C. Betts, Montreal, 
Canada; Central Hanover Bank & Trust Co. New 
York, : H. E. Erickson, 1710-333 No. Michi an 
Ave., Chicago, one Guaranty Bank & Trust * 
Cedar Rapids, - ‘Albert M. Johnson, Goldfield, 


Nevada; Alice ys Kellogg, 615 Tremont Ave., 
Westfield, N. 7 hs * - lo 9: 603 Tremont Ave., 
Westfield, Ke logg, 615 Meee 
Ave., Westfield, ‘Ne res 


‘Wilhelmina J. Kell ogg, 
603 Tremont Ave., Westfield, N. J.; John Meek 
raevy, Jr., 75 Fulton St., New York, N. Y.; Ray- 
mond T. Smith, 10 South LaSalle St., Chicago, it: 

Mrs. Raymond T. Smith, Golf, Ill.; W. H. Smith 
Paper Corporation, Albany, 3 Arthur Snyder, 
75 Fulton St., New York, N. Y.; Kathryn Snyder, 
83 Eton Road, Garden City, N. Y.; Elma W. and 
Joan W. Thomas, Indianapolis, Ind.; William E, 
Whitney, 139 Clifton St., Belmont, Mass. 

3. That the known bondholders, mortgagees and 
other security holders owning or holding | per 
cent or more of total amount of bonds, mort- 
oes or other securities are: None. 

That the two paragraphs next above, giving 
the names of the owners, stockholders and se- 
curities holders, if any, contain not only the list 
of stockholders and security holders as they 
appear upon the books of the company, but also, 
in cases where the stockholder or security holder 
appear upon the books of the company as trustee 
or in any other fiduciary relation, the name of 
the person or corporation for whom such trustee 
is acting, is given; also that the said two para- 

raphs contain statements embracing affiant's full 
Teowtadieo and belief as to the circumstances and 
conditions under which stockholders and security 
holders who do not appear upon the books of the 
company as trustees hold stock and securities in a 
capacity other than that of a bona fide owner; 
and this affiant has no reason to believe that any 
other person, association or corporation has any 
interest, direct or indirect in the said stock, bonds 
or other securities than as so stated by him. 

ARTHUR SNYDER, 
Business Manager. 

Sworn to and subscribed before me this [5th 
day of September, 1947. 

ELIZABETH BRENNER. 

Notary Public, State of New York, Presiding in 
Kings ew Kings Co. Clik's. No. 598, Reg. No. 
155-8-9; N. Y. Co. Cik's. No. 281, Reg. No. 195-8-9; 
Commission Expires March 30, 1949, 








EVERY 
ISSUE OF “BEST'S NEWS” 


contains articles, editorials, statistical 
studies and other valuable data 
which you may want to refer to to- 
morrow, next week or next month. 


Be sure your copies of the NEWS are 
always fresh, 
available by keeping them in a BEST 
BINDER. 


Attractively and durably constructed 
of simulated leather, specially de- 
signed to contain 12 issues of the 


cleam and readily 


NEWS, and—costs only $1.83 each 


Life Insurance 


the needs 


you can foresee. 





(postage included). 


ALFRED M. BEST COMPANY 
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here Policy Gives the Insured Right 
o Convert Annuity to Ordinary Life 
nsurance, Company Cannot Require 
Inclusion of War and Aviation Clause 


HE New York Life Insurance 
Company issued an annuity con- 
tract to Jay R. Rosenbloom, which 
‘ontained the following provision: 


“*PRIVILEGE OF CHANGE 





rO OTHER PLANS.—At any 
ime before default in payment of 
remium, provided the Annuitant is 
hen at least 10 years of age but less 
han 55 years of age and prior to 
he commencement of Annuity pay- 
ments hereunder, the Annuitant may 
exchange this Policy for a Policy 
pn the Ordinary Life, Limited Pay- 
ment Life or Endowment plan of 
Insurance, issued by the Company 
at the time this Policy takes effect, 
at a total premium as high as that 
charged under this Policy, but not 
more than twenty percent in excess 
thereof, upon presentation at the 
Home Office of evidence of insur- 
ability satisfactory to the Company. 
The exchange shall be effective upon 
surrender of this Policy and the 
payment to the Company of the 
difference in premiums with com- 
pound interest at the rate of six per 
cent per annum from the due date 
of each premium to the date of ex- 
change; allowance will be made for 
any larger dividends on the new 
plan. The new Policy will take 
effect as of the effective date of this 
Policy and the premium will be at 
the rate which would have been 
charged if this Policy had been 
issued originally on the new plan. 

““RESIDENCE, TRAVEL 
\ND OCCUPATION.—This Pol- 
icy is free of conditions as to resi- 
(ence, travel, occupation, and mili- 
tary or naval service.’ ” 
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By O. D. Brundidge of Chrestman, Brundidge, 
Fountain, Elliot & Bateman, Dallas, Texas. 


The petition alleges and the 
answer admits that policies issued 
by appellee on the ordinary life plan, 
at the time this annuity took effect 
(December 20, 1938), contained the 
provision following : 

“ “Residence, Travel and Occupa- 
tion.—This policy is free of condi- 
tions as to residence, travel, occupa- 
tion, and military or naval service.’ ” 

Application was made by the in- 
sured for conversion to old line 
ordinary life policy, and the insur- 
ance company refused to convert 
the policy unless it included the 
usual conditions as to military or 
naval service and restriction on en- 
gaging in aviation. 

The insured refused to accept the 
new policy with the restrictive pro- 
vision, and the insured, having died, 
this suit was instituted to compel 
specific performance of the issuance 
of a policy of ordinary. life imsur- 
ance on the life of the insured and to 
recover for the death of the insured 





Mr. Brundidge, an attorney-at-law, was 
Chairman of the Health and Accident In- 
surance Law Committee of the American 
Bar Association for 1944-1945. He is also 
executive vice-president and general counsel 
for the Great American Reserve Insurance 
Company. 





under the terms of such ordinary 
life policy. 

The United States Circuit Court 
of Appeals for the Eighth Circuit 
on August 21, 1947, reversed the 
decision of the United States Dis- 
trict Court and remanded the cause 
with directions to enter a decree for 
specific performance of exchange to 
an old line life plan, such as was 
issued by the company on December 
22, 1938 (the date of the annuity) 
and for recovery upon the exchanged 
policy for $7151.00 (the amount 
thereof) less any balance of pre- 
miums due thereon. 


The company contended that the 
provision in the annuity policy that 
conversion might be had “upon 
presentation at the Home Office of 
evidence of insurability satisfactory 
to the Company” gave it the right 
to insist upon inclusion in the new 
policy of a excluding 
coverage for military or naval haz- 
ards. Their argument was that this 
is true because the test of “insur 
ability” is at the time of conversion, 
that “insurability” comprehends not 
only health but vocational and other 
matters which enter into assumption 
of or limitation of the risk. The 
court says that this test of “insur- 
ability” is to be determined as of 
the time of conversion, citing Kirby 
vs. Prudential Ins. Co., 191 S. W. 
(2d) 379, and other Missouri cases, 
but the court held that the ordinary 
life policy referred to and issued by 
the company at the time the annuity 
contract was entered into, expressly 
denied any inclusion of military or 
naval conditions, and that the effect 
of such provision was to eliminate 
“conditions as to military or naval 
service” as a test or requirement for 


pr¢ visit yn 


(Continued on the next page) 


Legal Spotlight—Continued 


insurability. Rosenbloom, et al., 
Appellants, vs. New York Life In- 
surance Company, Appellee, 12 
CCH Life Cases 805. 


Death from Rattlesnake Bite 


As a result of being bitten by a 
rattlesnake voluntarily handled in a 
religious ceremonyj*Lewis F. Ford 
died a few hours after being bitten. 

At the time of his death the Stand- 
ard Life Insurance Company had 
issued an industrial policy of life 
insurance which was in full force 
and effect. The policy provided for 
double indemnity in the case of ac- 
cidental death or death by accidental 
means. 

The case was tried to a jury and 
resulted in a verdict for the com- 
pany except as to the premiums paid, 
which were tendered into court. Both 
parties moved for a directed verdict, 
and the trial judge sustained the 
motion of the company as to the 
accidental feature. 

The insured was a member of the 
Church of God located in the Dolly 
Pond Community, near Chattanooga, 
Tennessee. The members of this 
church believed, “that if the Lord 
anointed them, they could handle 
serpents without being harmed, if 
they was bit, it wouldn’t harm them.” 
As a member of this church, Mr. 
Ford believed that “just before the 
Lord left this world, he gave the 
commandment that they shall take 
up serpents.” 


Rattlesnakes were caught in the 
mountains and kept in ventilated 
boxes for use in the services of the 
church. Mr. Ford knew this and 
voluntarily (of his own volition) 
took a rattlesnake from one of these 
boxes in a church service and as a 
result he was bitten by the snake 
and died in about one hour there- 
after. 

It is common knowledge that the 
rattlesnake is one of the few poi- 
sonous snakes in that part of Ten- 
nessee, and that a human being who 
is bitten by this snake frequently dies 
unless a proper antidote for their 
poison is properly and promptly 
administered. 

The court held that this volun- 
tary assumption of this risk by the 
insured was not accidental. It was 
of his own design. The misconcep- 
tion of the biblical command or 
language of the Bible will not excuse 
a person and allow him to profit 
thereby. 

The Tennessee Court of Appeals 
on August 15, 1947, affirmed the 





judgment of the trial court in fay 
of the insurance company as to f 
double indemnity portion of f¢ 
policy. Ford vs. Standard Life I 
surance Company, 12 CCH Li 
Cases 789. 


INSTITUTE ON FEDERAL 
TAXATION 


HE sixth annual session of the 

Institute on Federal Taxation will 
get under way on November 12 next 
and continue through November 2] 
at the Concert Hall of the Barbizon- 
Plaza Hotel, Corner of 58th Stresi 
and 6th Avenue, in New York. This 
technical forum is best described as 
an intensive post-graduate course 
for experienced tax practitioners. It 
is not intended for those who wish 
to learn the elements of tax practice 
and is of most value as a refresher 
course, on an advanced level, for 
attorneys and accountants who have 
had good foundation training and 
considerable experience in tax work 

Tuition fees for the full course 
are $75.00, and the fee for a single 
day attendance is $15.00. Details 
can be secured from Dean Paul A 
McGhee, Division of General Edv- 
cation, New York University, 100 
Washington Square, East, New 
York 3, N. Y. 

Among the many lecturers Samuel 
J. Foosaner will cover “Some New 
Tax Techniques in Estate Planning” 
on Nov. 13 and Meyer M. Goldstein 
will discuss “What Is New in Or 
ganizing, Amending and Operating 
Your Pension and Profit Sharing 
Trusts” on Nov. 19. 
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Porth American Reassurance Co. 


LAWRENCE M. CATHLES, President 
110 East 42nd Street 
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OFFICE EQUIPMENT DIRECTORY 


Readers of Best's Insurance News may obtain without obligation, from selected manufacturers, 
* current literature and prices on any of the following products and services. * 
(If you desire information on any items not listed, we will make every effort to obtain it for you.) 


FILING CABINETS 


1. Card File 
Fibre Board 
Insulated 
Metal 
Micro 
Portable 
Rotary 
Stencil 
Visible 

10. Wooden 


WENOUVsAwWp 


FILING SUPPLIES 
11. Fasteners 
12. Folders 
13. Index Tabs 
14. Supports 


MACHINES, ACCOUNTING 
15. Adding 
16. Billing 
17. Bookkeeping 
18. Calculating 
109. Payroll 
19. Tabulating 





To BEST'S INSURANCE NEWS 


75 Fulton St., New York 7, N. Y. 


* Please forward complete information 
and prices on the items checked. 
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20. 


25. 


32. 
33. 
34. 
35. 
36. 
37. 


MACHINES, MAILING 


Dating Stamps 


. Envelope Sealers 


Mail Openers 


. Postal Meters 
. Postal Scales 
. Time Stamp 


MACHINES, REPRODUCING 


Composing 


. Direct Copying 

. Duplicating 

. Micro-filming 

. Mimeograph Slip Sheet 


Typewriter, Electric 


. Typewriter, Manual 


MACHINES, MISCELLANEOUS 


Addressing 
Checkwriting 
Dictating 
Intercommunication 
Stapling 

Paper Fastening 


OFFICE ACCESSORIES 


38. 
39. 
40. 
4). 
42. 
43. 
44. 
45. 
46. 
47. 
48. 
49. 


Ash Trays & Stands 
Cash Boxes 
Chair Cushions 
Currency Trays 
Desk Lamps 
Desk Pads 
Desk Trays 
Drawer Trays 
Moisteners 
Name Plates 
Pen & Ink Sets 
Waste Baskets 


OFFICE FURNITURE 


50. 
LB 
52. 
53. 
54. 
J. 
108. 
56. 
a. 
38. 
59. 
60. 


Air Conditioners 
Bookcases 

Cabinets 

Chairs 

Desks 

Fluorescent Lighting 
Incandescent Lighting 
Matched Suites 
Safes 

Stools 

Tables 

Wardrobes 


SERVICES 
62. Accounting System 
110. Elevator Modernization 
63. Fire Protection 
111. Floor Maintenance 
(Non-Slip) 
64. Office Planning 
65. Record System 
66. Sales Incentives 


SUPPLIES, GENERAL 
67. Blank Books 
68. Business Forms 
70. Envelopes 
71. Erasers (Specialized) 
112. Floor Polishes 
(Non-Slip) 
72. Loose Leaf Books & 
Systems 
73. Marking Devices 
74. Paper 
75. Paper Perforators 
76. Pens 
77. Pencils 
78. Pencil Sharpeners 
81. Staple Removers 
69. Stencils & Inks 


SUPPLIES, TYPEWRITER 
82. Cleaning Material 
83. Copyholders 
84. Copy Ribbon 
85. Justifier 
86. Line Indicator 
87. Pads 
88. Ribbons & Carbons 
89. Stands 


TELEPHONE ACCESSORIES 
90. Cord Cover 
91. Holder 
92. Index 
94. Silencer 
95. Stands 


MISCELLANEOUS 
103. Birthday Cards 
105. Bulletin Boards 
97. Fire Extinguishers 
98. First Aid Kits 
104. Greeting Cards 
99. Leather Goods 
100. Promotional Gifts 
107. Recording Door Lock 
101. Silencer for Dictating 
Machines 
102. Visual Policy Jackets 








NEW OFFICE CHAIRS 


URROUGHS Adding Machine Com- 

pany has announced a new office chair 
for which they claim maximum comfort, 
proper posture and a decrease in fatigue. 
Produced in secretarial and executive (il- 
lustrated) models, the chair may be fitted 
to the figure by any of five easy adjust- 
ments; height of seat from the floor, 
horizontal and vertical adjustment of the 
backrest cushion, angle of the backrest 
and tension of the backrest spring. Tests 
by the manufacturer are claimed to show 
that, even with the backrest adjusted to 
the most extreme rearward position, the 
chair will not upset. Featured are solid 


aluminum castings, self-oiling bearings, 
foam rubber cushions and long-lasting 
upholstery. 
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To BEST'S INSURANCE NEWS 
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Please forward complete information 
and prices on the items checked. 
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1 Typewriter Ribbon 
Telephone Lock 

Pocket Secretary 
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ERADICABLE TYPEWRITER 
RIBBON 


HE AETNA PRODUCTS COM. 

PANY has developed “Del-e-tape,” a 
new typewriter ribbon which combines 
the features of an ordinary ribbon with a 
number of special advantages. The manu- 
facturers claim that the ribbon will not 
smudge, even when new, and state that 
with the use of “Del-e-tape” eradicator 
whole words or a phrase or sentence can 
be removed for a perfect correction with- 
out marring the paper. The ribbons are 
available for all types of machines. 





TELEPHONE LOCK 


Werte LE-LOCK” produced by the Tele- 

Lock Company locks dial phones, 
preventing outgoing calls without interfer- 
ing with income ones. Light in weight 
and with a highly polished nickel finish, 
the lock is 34” in diameter by 34” long 
and comes equipped with two keys. 


POCKET SECRETARY 


WE! WING.-IT” is a leather pocket-secre. 

tary with its pad suspended on a pat. 
ented hinge. In use it is opened far 
enough to swing the hinged pad out, then 
closed with the pad over the outside 
cover. This locks in the contents of this 
coat pocket wallet preventing loss of 
valuables. It also assures a firm writing 
surface free from annoying springiness. 
Manufactured by the Enger-Kress Com. 
pany it is available in the lightweight 
model illustrated, four other styles and 
a vest pocket size. A wide variety of fine 
leathers is available plus gold-cornered 
models in seal and other luxurfous leath- 
ers. 





TYPEWRITER LAMP 


WerpyPE-LITER” the fluorescent type- 

writer lamp manufactured by the 
Acme Lite Products Company, brings 
the light directly over the machine to in- 
crease office efficiency. It can be mounted 
on any typewriter in a few minutes and 
is easily adjusted. Fittings are of chrome, 
shade of plastic with mahogany or walnut 
finish. 
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FICE EFFICIENCY 


UST as I believe that the woman 

is the central figure in the home, 

I firmly believe that the woman's 
touch in supervision of services, ap- 
pearance and office procedure is the 
biggest factor in setting the tone and 
making the proper impression for 
the well operated insurance business 
office. Many of the agents and exec- 
utives in our industry have for too 
long a time, not been fully apprecia- 
tive of the important part women 
play in our business. It is a business 
where just a “Smile,” or a “Good 
Morning,” or a “Well Done,” would 
cost so little and mean so much. 

We hear and talk so much about 
public relations in the insurance 
business. It’s a big business—it’s a 
Soiled down to simple 
language public relations is public 
understanding. It is the honest and 
open influencing of opinion so that 
people think well of us and what we 
are doing. But we must earn it. 

The place to be practical concern- 
ing a public relations program is in 
our own offices and women are the 
principals in that drama. Of course, 
management must be public relations 
minded. I find they generally are, 
if for no other reason than that this 
activity means dollars to them. Over 
fifty percent of a well co-ordinated 
public 


big term. 


relations program is_ per- 


formed by the ladies of the business. 
An Attitude——Not a Commodity 
Public relations is an attitude of 
people toward people. Not a com- 
modity to be bought and sold. It is 
intensely interesting both in study 
and in practice. If you practice it 
successfully, money will be a_by- 
product, no matter how substantial 
the income. The reward ts the satis- 
faction that comes with service. The 
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WOMEN AND PUBLIC RELATIONS 


by JOHN C. STOTT 
Executive Committee Member, 
National Association of 
Insurance Agents 


giving, not the taking, is the reward. 
We should remember : 
“What you keep is lost— 

What you give is forever yours.” 
There are many ways that you can 
create, in your daily contacts with 
the public, a favorable impression 
for your office and for your business. 

Management would do well to sit 
down and discuss public relations 
with all those associated with them. 
The discussion must be realistic. An 
analysis should be made to revolve 
around two questions. The right 
or wrong answers spell a great part 
of the difference between the suc- 
cess or failure of any insurance pub- 
lic relations program. The questions 
are, 

1. What does our office think of 
the public? How do we treat them? 
Does our office treat our customers 
the individuals would 


way we as 





were the 


like to be treated if we 
customer ? 

2. What does the public think of 

our office and upon what do they 
base their conclusions ? 
If you find the right answer to the 
first question, the second question 
will have answered itself most satis- 
factorily. 


Methods of Contact 


Agents, and their associates gen- 
erally would do well to study the 
different methods of contact their 
office has with the public. I think 
these contacts would mainly fall into 
four general categories. 

1. The telephone 

2. The receptionist or counter girl 

3. Sales and production 

4. Claims and service. 

As to the telephone, what does 
the young lady say who answers it 
in your My operator has 
perhaps answered fifty calls today. 
She has said, in a pleasant manner, 
“Good Morning, this is Mr. Scott's 
Office.” This simple, yet so little 
used greeting has paid big dividends. 

As to the receptionist or the lady 
at the counter. a position 
that requires real ability, tact, a good 
disposition and a practical applica 
Nothing will put 
prospective 


office ? 


Here is 


tion of psychology. 
a customer, or a cus 
tomer, in a better frame of mind than 
being addressed by name when he 
enters your office. The more intre 
quent his visits have been, the more 
favorable will be his reaction when 
his name is mentioned. Demosthenes 
said, “The sweetest sound to a man’s 
Next 


ones 


ears is that of his own voice.” 
to that 
own name, spoken by someone who 


comes the sound of 


has no apparent reason tor remem 


(Continued on the next page) 
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only 


STERLING 


offers all this to 
general agents... 


TOP COMMISSIONS 


Sterling pays you 60% on Lifetime Income A & H—$53.40 on an 
$89 initial premium. Sterling pays bigger commissions on all 


policies. 


POLICYHOLDERS LEADS 


All current policyholders—thousands of them in each territory— 
enough leads to keep you busy for years. DAILY EXPERIENCE 


IN OTHER AREAS SHOWS SPECTACULAR RESULTS. 


PRODUCTIVE ADVERTISING 


Biggest campaign in the insurance field . 
zines, newspapers, millions of direct mail pieces 


DIRECT LEADS FOR YOU. 


LIBERAL VESTED RENEWALS 


Your stake in the future increases day by day, your income grows 
and grows because of the liberal vested renewals. 


WHOLE-HEARTED CO-OPERATION 


Unsurpassed in the insurance business . . 


. . radio, national maga- 


re Sey Y 


. complete, effective, 


PERSONAL, constant co-operation to help you build your busi- 


ness big and fast. 


Y 
S 





Do You Know the 
STERLING of Today? 


00.00 surplus for pro- 
yholders. 


2 
BO 


000.00 cash benefits 











STERLING 


~ 


ACT TODAY! 


This is the kind of opportunity 


that 


comes along once in a lifetime. Sterling 
General Agencies are ready now in ILLI- 
NOIS, OHIO, IOWA, KENTUCKY, 
and MISSOURI . . . ready for the best 
men in the field, for men who have 
proved records of success and who are 
ambitious to step into big time with a 
proposition that means MORE MONEY 
today and for years to come. We have 
top value contracts in all popular forms 
of protection: life, commercial H & A, 
hospitalization, lifetime income, doctors 
bills. Write for full information in com- 
plete confidence. Address Mr. L. A. 
Breskin, President, Sterling Insurance 
Company, 737 N. Michigan Avenue 


Chicago 11, Illinois. 


INSURANCE COMPANY) 


CHICAGO 


“as solid aud genuine ad Ud uname 











Women & Public Relations—Cont'd 
bering it. The ability to connect 
faces and names may be a gift, but 
it can be cultivated. 

There is another requisite the re- 
ceptionist or counter girl should 
have. She should be able to explain, 
in simple language, the provisions of 
insurance policies. That is a compli- 
cated task. Sometimes we wonder 
if those who wrote the ‘provisions in 
some of our policies could satisfac- 
torily explain them in a language 
understandable to the man who pays 
the premium. Perhaps the company 
that designed a pictorial automobile 
insurance policy realized the ambi- 
guity in the fifty cent words used in 
the usual run of policy contracts. 

On our sales or _ production 
program, the lady at the counter 
plays an important role. Her atti- 
tude may well determine the “Yes” 
or “No” on the purchase of a policy. 
Use the same technique as that used 
by a well coached waitress in a 
restaurant, when she says at the 
close of the main course, ““We have 
fresh apple pie today” instead of 
just saying, “What’ll you have for 
dessert ?” 

I have always felt it a good maxim 
not to think of our business as 
selling clients but rather as serving 
people. Put yourself in your as- 
sured’s place. You are placing a 
cloak of protection around him— 
are the sleeves of that cloak too 
short? Is there only half a back in 
the garment? Serve him completely 

covering all angles and contin- 
gencies. When you have the right 
approach and secure the confidence 
of your prospect, the completion of 
the sale is a matter of detail. 


Treatment of Claimants 


In many of our offices our ladies 
take the loss reports. We should 
always keep in mind that Here is 
a real opportunity for public service 
as well as an excellent opportunity 
to create good public relations. We 
sometimes forget that the only 
reason our assured bought a policy 
from our because he 
courteous and prompt 
claim attention. If we give it to 
him, we have completed a good 
from the telephone girl 
through the counter girl and produc- 
tion to the claim. 


office was 
expected 


program 


From an address before the National Associa- 
tion of Insurance Women, 
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HEALTH AND WELFARE FUNDS 


MPLOYEE health and welfare 

clauses were contained in only 45 
(or 15%) of 300 union contracts 
which have just been analyzed by 
the National Industrial Conference 
Board. In four out of five such 
cases, the employer paid the entire 
cost of these benefits. 

In slightly over half of these (25 
of 45), details of the program of 
benefits had been incorporated in 
the contract. In seven the agreement 
provided that the existing scale of 
benefits should continue unchanged, 
while in four, the company promised 
to liberalize its current plan. The 
insurance program was accepted in 
principle under seven agreements, 
but the details were to be worked out 
later by the employer and the union. 
In two cases, the employer indicated 
that he would investigate the plan 
proposed by the union. 

As to administration of the health 
and welfare funds, forty-one plans 
specified that benefits be under- 
written by insurance companies. 
Only two provided that the fund 
should be administered by the union, 
and the remaining two provided for 
joint management-labor control. 

Comprehensive benefits were pro- 
vided under the twenty-five agree- 


ments which gave full details of 
these programs. Most of them in- 
cluded life insurance, accidental 


death and dismemberment benefits, 
nonoccupational accident and _ sick- 
ness benefits, and hospital and sur- 
gical benefits for employees. A small 
proportion also provided hospital and 
surgical benefits for workers’ de- 
pendents. 


Scope of the Survey 


The agreements containing insur- 
ance involved twenty-six 
different unions in a wide variety 
of crafts (glaziers, painters, asbestos 
workers, hotel and cafeteria workers, 
rubber, stone and textile unions). 


clauses 


Fifteen of the agreements were 
negotiated with AIL affiliates, 
twenty-eight with CIO unions, and 
two with independent unions. 
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Proceedings of The Conference 
Board’s panel on the evolution, prob- 
lems, operation and experience with 
union health and welfare funds, held 
earlier this year in New York, have 
also just been published. Those who 
took part in the Symposium were 
Leo Wolman, Professor of Eco- 
nomics, Columbia University ; Theo- 
dore R. Iserman, Partner, Rathbone, 
Perry, Kelley and Drye; R. A. 
Hohaus, Actuary, Metropolitan Life 
Insurance Company; Arthur J. Alt- 
meyer, Chairman, Social Security 
Board; Iago Galdston, Executive 
Secretary, Medical Information Bu- 
reau, New York Academy of Medi- 
cine; Herman A. Gray, Chairman, 
New York State Unemployment In- 
surance Advisory Council; M. F. 
Lipton, Director, Group Annuities, 
Equitable Life Assurance Society 
of the United States; Raymond H. 
Reiss, Vice President, International 
Tailoring Company (also Board 
Vice Chairman, Amalgamated Life 
Insurance Company) ; and Edmund 
B. Whittaker, Vice President, Pru- 
dential Insurance Company of 
America. 


Dr. Gray on What Unions Want 
Under a Welfare Fund 


Union health and welfare funds 
received extraordinary impetus dur- 
ing the war, said Dr. Gray, because 
of wage stabilization controls. Al- 
though they were originally a sub- 
stitute for wage increases, many 
unions are now asking for a per- 
centage of payroll to provide security 
benefits for union members. The 
first demand, he says, is generally 
life insurance. The more recent 
plans provide for $1,000. All unions 
are asking for cash disability bene- 
fits of from 40% to 60% of base 
pay. They are also interested in 
hospital and surgical benefits, but 
there is a growing feeling among 
the unions that they want provision 
for hospital care rather than cash 
payments. They would like 
hospitalization benefits the 
workers’ dependents. Few programs 


also 


for 


provide for medical benefits. Many 
contracts provide for employer con- 
tributions of from 2% to 5% of 
payroll, which is turned over to the 
unions who administer the fund and 
provide the benefits. Dr. Gray be- 
lieves that it is not sound for the 
unions to have sole control over the 
fund and thus to lay themselves open 
to the possible charge of maladminis- 
tration. Instead, these programs 
should be underwritten with a pri- 
vate insurance carrier. Unions have 
been well satisfied with the service 
they have received from the insur- 
ance companies. 


M. F. Lipton on Setting Up a Simple 
Health Fund 


Simplicity should be the watch- 
word in negotiating a union health 
and welfare fund, according to M. 
F. Lipton. Differentiating between 
employees making $45 and those 
making $50 a week or between em- 
ployees with three years of service 
as contrasted with five years of serv- 
ice should be avoided, he advised, 
as long as it does not result in actual 
discriminations or substantial in- 
equities. 

As much time should be spent in 
reaching decisions as to whom to 
cover and when to terminate the 
coverage as on questions of type and 
amount of benefit. Mr. Lipton esti- 
mates that adequate benefits could 
be provided with 3% of payroll. Al 
though 3% of payroll at the present 
levels would buy adequate protec- 
tion, Mr. Lipton raises the question 
as to what 3% of the 1950 or 1957 
payroll would provide. 


Theodore R. Iserman on Objections 
to Union Welfare Funds 


Sharing control of a health and 
welfare fund gives a union sub- 
stantial advantage over possible 
rivals, believes Theodore R. Iserman, 
prominent attorney. Health and wel 
fare funds were not considered by 
Congress as being subject to collec- 


(Continued on the next page) 





Health & Welfare Funds—Continued 


tive bargaining when it passed the 
Wagner Act, according to Mr. Iser- 
mar. Recent rulings of NLRB ex- 
aminers, however, indicate an at- 
tempt to extent the area of collec- 
tive bargaining to include these 
funds and other nonworking-hour 
matters. 

Applicable Laws 

Many laws may affect union 
health and welfare funds—among 
them the corporation laws of the 
states, Sections 23(a), 23(p) and 
165(a) of the Internal Revenue 
Code; the law against perpetuities, 
the Fair Labor Standards Act, and 
the Securities Act. In negotiating a 
welfare fund, many difficulties may 
arise from laws which cannot be 
changed by collective bargaining. 
Setting up a welfare fund is a 
highly technical job ‘at best, but in 
Mr. Iserman’s opinion difficulties in- 
crease when shop committees and the 
union lawyers join the experts, the 
actuaries and the company’s lawyers. 
These funds can thus become a 
“fruitful source” of labor disputes. 





LIFE INSURANCE CAREERS 
New Booklet 


UBLICATION of “Careers for 

Youth in Life Insurance,” a com- 
prehensive outline of the many 
career possibilities in various phases 
of life insurance, was announced in 
Sept. by R. Wilfred Kelsey, direc- 
tor of the Educational Division of 
the Institute of Life Insurance. Mr. 
Kelsey pointed out that the new book 
was prepared as a result of the 
growing demand from students and 
educators for objective information 
related to career possibilities in the 
business. 

Written primarily for use by high 
school and college students, it gives 
a picture of operations within the 
major departments of a company, 
and presents details concerning the 
career possibilities within those de- 
partments. Because of the informa- 
tion contained in it, the book may 
be of use to companies in their con- 
tacts with students and placement 
officers in educational institutions 
and also in connection with orienta- 
tion programs for new employees. 

Describing the careers in the 


home office, branch or agency office, 
and the field, the 72-page book takes 
up over 50 possible careers of in- 
terest to young people. Job descrip- 
tions, personal qualifications, educa- 
tional requirements, job outlook, and 
other information related to working 
for a life insurance company is in- 
cluded along with photographs taken 
in life insurance company offices. 

Written by Miss Helen M. Thal 
of the Institute staff, “Careers for 
Youth in Life Insurance” repre- 
sents the results of personal inter- 
views in a number of home offices 
and general agencies. Company ex- 
ecutives, personnel officers, depart- 
ment heads, supervisors, agents, and 
many office employees helped in pro- 
viding a picture of each career pos- 
sibility. In addition, the author con- 
sulted with officers of the National 
Association of Life Underwriters, 
Life Office Management Associa- 
tion, and Life Insurance Agency 
Management Association. Through- 
out the preparation of the manu- 
script she had the counsel of Dr. 
Harry D. Kitson, professor of voca- 
tional education, Teachers College, 
Columbia University, and of other 
vocational counsellors. 
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* Underwriting contracts giving high first 
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year commissions, 
schedule. 


* Complete line of out 


tracts—every insurance need filled. 


* Home Office Agency 


sonalized training gives the man beginning 


a life underwriting « 
sive understanding of 
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Alvin Borchardt, with 


Actuarial Firm: 
more than twenty years’ exerience and 
recently a partner in the firm of Nelson, 
Schleh & Borchardt, has opened a con- 
sulting actuarial service at 76 W. Adams 
Street, Detroit, Michigan. 


x * * 


American Institute of Actuaries: Vic- 
tor E. Henningsen of the Northwestern 
Mutual Life, has been elected secretary 
succeeding Ronald G. Stagg, who termi- 
nated the office following election as presi- 
dent of the Northwestern National Life. 


x *k * 


Atlantic Life: Alton C. Griffith, with 
the company for 22 years, has been pro- 
moted to Assistant Secretary and Cashier. 


x *k * 


Baltimore Life: Matthew J. Capolo, with 
the company since 1944, has been named 
Staff Superintendent in charge of the 
company’s Uniontown, Penna. office. 


x * ¥ 


Bankers Life (lowa): Ehlers English, 
Assistant General Counsel for the Central 
Life Assurance Society from 1940-1945, 
has been named Counsel of the company. 

New paid business for the first 8 
months of this year totaled $102,105,160, 
which represents a 5.7% gain over the 
same period last year. 


x *k * 


Beneficial Life: Charles W. Green, with 
the company 6 years, has been appointed 
General Agent for Arizona, succeeding 
Allen Cameron, resigned after fifteen 
years. 

_Verd W. Edwards, with the company 
since 1944, has been appointed General 
Agent in a newly created agency at 
Spokane, Washington. 


x * * 


Berkshire Life: M@. J. Anderson, in the 
business 10 years, has been appointed 
General Agent for the company in Lex- 
ington and Eastern Kentucky. 


x kw * 


Business Men's Assurance: In late Sep- 
tember, the company announced the pass- 
ing of the $300,000,000 of insurance in 
force mark. The Life Department has 
been in operation for 27 years and need- 
less to state has been most successful. 
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OME OFFICE AND 
\ELD APPOINTMENTS 


Colonial Life: At the September meet- 
ing the Board of Directors declared a 
dividend of $1.00 per share, payable on 
September 26th to stockholders of record 
on September 22nd. 


xk * 


Connecticut Mutual: New paid business 
for September, 1947 showed a gain of 
5% over the same month in 1946, and 
the corresponding gain for the first three- 
quarters of this year was 2.6%. 


x kw 


Continental American: At the end of 
August, the company passed the 200 
million dollar mark of life insurance in 
force and on October 1 it observed its 
40th anniversary. This is the company 
which most readers may recall developed 
the Family Income policy, now sold by 
practically every life insurance company. 
x *k * 


Federal Life: New business for Septem- 
ber, 1947 exceeded $2,000,000 and repre- 
sented the largest production for any one 
month in the company’s history. This 
month each year has been designated to 
Colonel Isaac Miller Hamilton, Chairman 
of the Board and Founder of the com- 
pany. On September 6 last the Colonel 
observed his 83rd birthday. 


x * * 


Franklin Life: Robert J. Hagin, in the 
business 10 years, and formerly with the 
Metropolitan Life, has been named 
General Agent in Davenport, lowa. 
Neil W. Chastain, formerly with the 
American Home Life, has been named 
General Agent for the company in Oconee 
County, South Carolina, and Jack W. 
Peltz, formerly with the Metropolitan 
Life, has been appointed Manager of the 
Allentown, Pennsylvania territory for the 
company. 
New paid business for September, 1947 
was in excess of $14,500,000, representing 
a 13.4% increase over September, 1946. 


kkk 
Great-West Life: Thomas A. Repp, 


formerly Group Representative of the 
company in Chicago, has been named 
Agency Assistant in the home office. 

A. W. T. Martin, with the company 
since 1946, has been appointed Personnel 
Officer. 

Hugh A. Roberts has been appointed 
Assistant Treasurer. Mr. Roberts was 
formerly associated with the Grain In- 
surance and Guarantee Company prior to 
service in the Royal Canadian Army 
Medical Corps. 






John Hancock: £. J. Becker, with the 
company since 1944, is continuing as 


General ~ Agent in Jacksonville, Florida, 
following the death of William M. 
McCrory. 


“ & R 


Kansas City Life: Fred H. Rohling, who 
has been a member of the actuarial staff 
of the company since 1936, has been 
appointed Assistant Actuary. 


x & ® 


Life Insurance Co. of Georgia: Five 
divisions have been created in Florida, 
which formerly came under the super- 
vision of the office in Jacksonville. These 
are: Manager for North Florida, with 
headquarters in Jacksonville, is U. S. 


Jones (1936); South Florida, A. L. 
Coffey, Jr. (1928), headquarters Miami; 
Southwestern Florida, R. J. Martin 
(1933), headquarters in Tampa; FE. H. 


Richardson (1933) for East Florida, with 
headquarters at Daytona Beach and W’. 
C. Starling (1944) for West Florida, 
with headquarters at Panama City. 


xk *& 


Lincoln National: D. W. Hallenbery, 
formerly co-general agent with W. G. 
Chapman at the company’s Louisville, 
Kentucky Agency, has assumed full 
charge following the resignation of Mr. 
Chapman. The Agency is continuing to 
do business at the same headquarters, 
578 Starkes Building. 


a a 


Manufacturers Life: 7. H. Leeming, 
with the company since 1939, has been 
appointed Manager of the newly created 
branch office at Victoria, British Colum- 
bia. 


x * * 


Metropolitan Life: Frederick H. Ecker, 
Chairman of the Board, has been awarded 
the gold medal presented each year by 
the Hundred Year Association of New 
York in recognition of outstanding service 
to the city. The selection of Mr. Ecker 
was made on the basis of his outstanding 
achievement for New York City through 
his activities in the construction of better 
housing and his numerous civic and wel- 
fare interests. 

The New York Board of Trade, in 
making its first annual award for dis 
tinguished services, and the outstanding 
contribution to Amierican business life 

(Continued on the next page) 


75 





Field Appointments—Continued 


during 1946, selected Frederick H. Ecker, 
Chairman of the Board, as the recipient. 
This award was made at a dinner held 
in the Waldorf-Astoria on October <3 
last. As in above case, Mr. Ecker’s 
selection was determined by his contribu- 
tion to housing in metropolitan New York 
City. 

Homer G. Boesenberg has been trans- 
ferred as Manager from Elmwood Place 
(Cincinnati) to Gary, Indiana, succeeding 
William A. Scoglund, who in turn moved 
to Elkhart, Indiana. Homer H. Ellis, 
formerly in Elkhart, was then transferred 
to Gem City (Dayton), Ohio, succeeding 
“— F. ') 

William Sullivan, formerly a terri- 
torial sa Te in the company’s Central 
territory, has been appointed Manager of 
the Elmwood Place district office in 
Cincinnati, suceeding Homer G. Boesen- 
berg, who was transferred to Gary, 
Indiana. 

Armand A. Audet has been appointed 
Manager of the district office at Webster, 
Mass., succeeding Harold J. Hallisey, 
who was transferred to Biddeford, Maine. 

Aaron B. Goldstein, formerly Manager 
at Fenway (Roxbury) Mass. has been 
transferred to the South Boston district 
succeeding ]illaim H. Dennison, retiring. 

Charles J. Velon has been appointed 
Manager at Nanticoke, Pennsylvania, 
succeeding Linsay M. Washburn, who 

Darby, Penna. Mr. 


was transferred to 
Washburn in turn succeeds William F. 


McNamee, who was transferred as Man- 
ager to the Philadelphia West, Pa. 
district. 

James Di Blasio, formerly Field Train 
ing Instructor in the New England terri- 
tory, has been appointed Manager to the 
Calais, Maine, district, succeeding George 
W. Hopkins, who was transferred to the 
Fall River, Mass. district. 

Wiliam I. McNamee, formerly Man- 
ager for the company at Darby, Pa., 
has been transferred in a similar capacity 
to Philadelphia West succeeding William 
F. McGarry, retiring. 

x * * 
Mutual Benefit: /o/tn D. Brundage, with 
the company since September, 1946, has 
been named an officer and is continuing 
as Assistant Superintendent of Agencies. 
At age 28 he is the youngest officer in 
the history of the company. 

x * * 
Mutual Life: Dr. Edward M. Arm- 


strong has retired as a Medical Director 


after serving the company since 1919. 
= & = 

National Life (Vt.): Merrill IW. Mac 
Naimee, in the business several years, has 
been named General Agent at the com 
pany’s 1 North LaSalle Street, Chicago, 
office, succeeding Arda C. Bowser, retir 
ing due to ill health. 

New paid business for September, 1947 


totaled $8,270,146, representing a gain of 
1.67% over the same month in 1946. 
for the first 9 months of this year 
$89,824,910, representing a 
11.68%. 


Sales 
were 
gain of 


New England Mutual: North Carolina 
headquarters for the company has been 
transterred from Raleigh to Charlotte and 
Archie B. Carroll, Jr., C.L.U. has been 
named General Agent. He succeeds 
C. McGinnis, who was General Agent 
in Raleigh for the past 35 years and who 
in turn becomes General Agent Emeritus, 
The new offices of the Agency are located 
in the Liberty Life Building. 
:. m2 & 


Northwestern Mutual: 
row, with several 
in utilities, has 


John Thornbor- 


years of experience 
joined the company as 
an- investment officer in the Bond De- 
partment with the title of Assistant 
Director of Bond Research. 

William F. Duffy has been appointed 
a Special Agent in Chicago, working from 
the John O. Todd 


=x & ® 


Agency. 


Pan-American Life: Curtis Thomas, in 
the business since 1939, has been appointed 
General Agent for the company in Fort 
Worth, Texas. 

x ® *® 


Penn Mutual: The 
Magazine, in making 
presented on “Oscar” 
for its motion 


World 
its first award, 
to the 


Financial 
has 
Penn Mutual 
picture, “A Century of 
Security” as the best black and white film 
of the year in industry. Presentation was 
made to John A. Stevenson, President 
of the company, at the Hotel Pennsyl- 
vania, New York, on October 10 last. 
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One of the greatest tests 


of a life insurance company is the di- 
versity of the great markets and people 
it serves. 


A sound balance among metropolitan, 


town and rural areas is essential for 
continued successful operation and 
healthy growth. 


Fidelity has that balance 
agencies in 


general 
thirty-six states serving so 
many people so well that since 1941] our 
insurance in force has increased from 
$382,940.98 
$510,000,000. 


The 
FIDELITY MUTUAL 


to its present more than 


LIFE INSURANCE COMPANY 


THE PARKWAY AT FAIRMOUNT AVENUE 


PHILADELPHIA + PENNSYLVANIA 
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Is it your ambétiou 
to become a General Agent? 


Then you'll want to know about our plan 
for the development of a successful General 





Agent. 


writers and build a profitable 


Write for details 
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LIFE * ACCIDENT °* 


Garrett-Bromfield, 


Philadelphia Life: 
Real Estate, Investment and Insurance 
house, has been named General Agent for 
the company in Denver, Colorado. Robert 
E. Lee, with several years’ experience in 
the life business, is Manager of the Life 
Department. 


oa = 
Prudential: On October 1 last, Vice 
President Charles Fleetwood assumed 


supervision over the company’s Mortgage 
Loan and Real Estate Investment Depart- 
ment upon the retirement of Paul Bestor. 
Both men joined the company in 1933. 

Arthur A. Johnstone, C.L.U., with the 
commpany since 1933, formerly a district 
manager, has been appointed resident 
regional manager in charge of Canadian 
district offices with headquarters in To- 
ronto. 

\ new agency was opened by the com- 
pany in Madison, Wisconsin on November 
1 in the Penney Building, under the 
Managership of Burton W. Bauernfeind, 
C.L.U., who joined the company in 1938. 

Dr. Edwin G. Dewis, with the company 
since 1920 and Associate Medical Director 
for the past 14 years, has been named 
Medical Director succeeding Dr. Chester 
T. Brown, retired. 

Samuel G. Keery, with the company 21 
years, has been named Manager of the 
new district office, located in the Ring 
Building, Washington, D. C. Ralph ¢ 
Vorrow, formerly of the Norfolk, Va 
district office, has been named Manager 
of the district office in the Standard Oil 
Building succeeding Mr. Keery. 
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A well-rounded, effective training course, 
it is conducted by men experienced both in 
organization and selling . . . 
General Agent develop "career" under- 


Life Insurance in force — $107,076,646 


Agencies available in Illinois, 
lowa, 
Minnesota, Ohio, Wisconsin. 


HEALTH 


helping the 


Agency. 


Michigan, 





* HOSPITAL 


Fred E. Boughton, with the company 
since 1934, has been promoted to Manager 
of the District Office #5 in St. Louis, 
succeeding Heinrich C. Bauer, recently 
appointed Senior Training Leader in the 
company’s home office. 

Joseph P. Tallevast, with the company 
since 1931, has been named Manager 
of the newly opened district office in the 
Schwaab Building, Baltimore, Maryland. 


x 2 © 


Reliance Life: In early October the 
company passed the $800,000,000 of insur- 
ance in force mark. Adding the latest 
$100,000,000 in the past 18 months has 
been the fastest growth in the history of 
the company. 


x * * 


Reserve Loan Life: Associate General 
Agents have been named General Agent 
for the state of New Mexico and the 
agency will be under the management of 


William E. Pierce. 


x & @ 


Sun Life (Can.): J. A. Gray, formerly 
Superintendent of Mortgages, assumes 
charge of that Department following 
the retirement of 77. M. Aloore, Assistant 
Treasurer of the company. At the same 
time 4. O. Mackay was named Associate 
Superintendent of Mortgages. 



















with 


The Travelers: Clyde IWhiteley, 
the company since 1929, has been named 
Manager of the Life, Accident and Group 
Departments at the company’s 55 John 
Street, New York City Agency. 


x * * 


Union Central: Herman L. Benken, 
with the company since 1934, has been 
appointed Agency Secretary, and at the 
same time Robert E. Sachs, who joined 
the company in 1946, has been named 
Editor of the Agency Bulletin. 

A. D. Sanderson, a member of the 
Columbus, Ohio Agency, celebrated his 
60th anniversary with the company on 
September 15th last, and on October 31 
observed his 96th birthday. So far as 
we know he is the oldest active insurance 
agent in this country. 


x * * 


United American Life: Halker § 
Edwards, with several years experience 
in the business, has been appointed Chief 
Underwriter. 


x * * 


United States Life: Robert J. Kane, 
who entered the business in 1934 and 
most recently was associated with the 
Continental Casualty Company, has been 
named General Agent for the company, 
specializing in accident and health insur 
ance, at the new agency located at 150 
Broadway, New York City. 


o-! 
1 








Actuarial Society—from 17 


ticipating, will be under policies 
which could not be duplicated in 
another company at exactly the 
same cost. The proportion would 
become nearly 100% if differ- 
ences in other competitive ele- 
ments, such as cash values and 
optional methods of settlement, 
were also considered. 

‘rom these facts it is clear that a 
high degree of competitive individ- 
uality exists among American life 
insurance companies. 


Guertin Legislation 


Moreover, the indications are that 
this diversity between companies 
may become accentuated as a result 
of changes made necessary by the 
standard non-forfeiture and valua- 
tion laws which become effective 
January 1, 1948. Furthermore, new 
arrangements permitted by these 
laws may gradually lead to other 
elements of difference in policy 
benefits. In the life insurance busi- 
ness the tendency seems to be to- 
ward still greater competitive indi- 
viduality. 

There is one outstanding excep- 
tion to this situation. At present 
many companies are using practi- 
cally identical rates for new single 
premium non-participating life an- 


nuities. This is the result of a very 
gradual “follow-the-leader” devel- 
opment which began in 1941 and 
extended over five years. It is be- 
lieved that each company deciding 
to adopt these rates already in use 
elsewhere, did so not only because 
of its need for a more adequate rate 
basis, but because it recognized that 
this annuity business presents two 
unique problems, first, the new busi- 
ness is highly fluid and quickly 
tends to go in abnormal volume to 
companies with relatively low an- 
nuity premiums, and second, the 
possibility of a material increase in 
future annuitant longevity resulting 
from advances in medical science 
introduces an element of uncertainty 
which makes it undesirable for a 
company to allow itself to become a 
target for a disproportionately large 
amount of the business. 

In 1943, as a result of these con- 
siderations, the company with which 
I am connected independently chose 
to adopt these same rates. Our com- 
pany considers that its action was 
sound and in conformity with the 
Sherman Act. Therefore, despite 
the fact that its present annuity pre- 
miums are the same as those now 
used by many other companies, it 
sees no reason to change them merely 
because that Act will become effec- 
tive January 1, 1948. If it should 
chinge them before or after that 
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date, it would do so for actuarial or 
other reasons quite unconnected 
with the Sherman Act. 

Now one further comment about 
competition among life insurance 
companies. Undoubtedly it stimu- 
lates the companies to improve their 
cost, product and service, provided 
it is based on a full understanding 
of the risk factors involved. On the 
other hand the public is vitally in- 
terested that competition shall not be 
based on an inadequate appreciation 
of the risk factors such as to en- 
danger the insurance company guar- 
antees or otherwise cause major dis- 
appointments to the policyholders. 
History shows that such misguided 
competition has occurred in the past 
and that in some instances state in- 
surance departments intervened to 
end it. It would be unwise to assume 
that such unwholesome conditions 
can never arise again. The Sherman 
Act would be applied contrary to the 
public interest if such conditions 
were directly or indirectly encour- 
aged by stifling individual criticism 
or Opposition in actuarial or other 
groups. 


Application of the Act 


In this connection however there 
are problems to be faced. Ever 
since the United States Supreme 
Court declared that the business of 
insurance is commerce, some ac- 
tuaries have been uncertain as to 
how the Sherman Act would be ap- 
plied to their professional coopera- 
tive activities. They desire to com- 
ply with the Act, but realize that it 
is broad and vague in its terms. 
Hence some are fearful lest what 
the public now regards as sincere 
and proper acts might later be 
twisted into grounds for unjust per- 
secution by “witch-hunting” doc- 
trinaires connected with some future 
Federal administration. Thus, they 
would hesitate to be put in any posi- 
tion which might conceivably cause 
them the expense, time and _ strain 
involved in clearing themselves of 
an unfair charge. 

This counsel of caution however 
may not always be in the public in- 
terest. Certainly, it would interfere 
with the constructive and proper 
functioning of the actuarial profes- 
sion. Suppose, for example, a group 
of actuaries should discuss problems 
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of vite making, dividend distribu- 
tion, safety standards, or policy pro- 
visious, without the slightest inten- 
tion of company agreement on a 
given course of action and without 
any such agreement resulting. The 
mere fact that the discussion oc- 
curred might be seized as an excuse 
for willful misconstruction or 
groundless inquiry by some officious 
or hostile bureaucrat. Nevertheless, 
if undue weight is given to fear of 
such unfair treatment, professional 
discussions by actuaries might largely 
be stifled and the public would suf- 
fer for the reasons already stated. 


The question therefore is how the 
Act will be applied. It seems of the 
utmost importance that the compa- 
nies and the Federal Government 
approach the matter in a spirit of 
mutual confidence and fair play. 
Naturally the insurance companies 
must observe the letter and the 
spirit of the Act and their actuaries 
should lean over backwards to do 
likewise in their professional con- 
tacts. 


Face Responsibilities 


Beyond this point, however, I be- 
lieve that the actuarial profession 
must continue to face its responsi- 
bilities to the public to contribute to 
scientific truth and understanding 
and to the safety and integrity of 
the insurance and annuity struc- 
tures. No fears of witch-hunting 
should divert it from this course. 

On the other hand, those Federal 
authorities administering the Act 
must do so in a spirit of fairness, 
as [am sure Congress would always 
want them to do. They are reason- 
ably justified in avoiding petty in- 
terferences unless some obvious or 
clear-cut violation is known to have 
occurred. 

After all, the companies transact- 
ing the life insurance, annuity and 
accident and health business volun- 
tarily decided not to seek state legis- 
lation which, under the provisions of 
Public Law 15, would permit them 
to cooperate in price-fixing under 
certain conditions. They feel that 
the public and themselves are better 
served by free and wholesome com- 
petition in price as well as in the 
other elements of their insurance 
product. 


(Continued on the next page) 
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SIGNUM INTEGRITATIS 


NON-CANCELLABLE AND GUARANTEED RE- 
NEWABLE DISABILITY INCOME INSURANCE 
that never requires confinement to the house to 
render the policyholder eligible for full benefits, 
is another of the good reasons why so many life 


underwriters protect their clients under our policies. 


MassACHUSETTS INDEMNITY INSURANCE COMPANY 
Boston - Massachusetts 


Look up our office in your locality” 


























Sakaka-wea, the“ Bird Woman,” earned 
a place in history by guiding the Lewis 
& Clark Expedition of 1805 into the 
great northwest. Plagued by starvation, 
the dangers of the unexplored wilder- 
ness, rocky cliffs and rushing rivers, the 
Expedition successfully pushed west- 
ward with Sakaka-wea leading the way. 
Her remarkable ability as a guide, her 
courage and resourcefulness, gained the 
admiration of the explorers who de- 
scribed her heroic guidance in their 
journals. 

Courageous Sakaka-wea symbolizes 
the dependable service we at Provident 
have given through the years. For three 
decades we have been able to guide 
more and more people to future security. 

Through Provident’s program of con- 
servative, aiaalle growth, based on 
sound, safe financial principles, our com- 
pany today is ready to help still more 
people achieve the reliable future pro- 
tection that every American longs for. 


The 


PROVIDENT 
LIFE INSURANCE 
Company 
Bismarck, N. Dak. 


208 Platt Building 
Portland. Oregon 
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Actuarial Society—Continued 


\s we thus review the activities of 
the Actuarial Society we see that 
they have an important place among 
factors acting in the public interest. 
They complement the Sherman Act 
and contribute to the greater effec- 
tiveness of free enterprise by help- 
ing to keep the highly competitive 
insurance structure safe, equitable 
and worthy of public confidence. 
Thus in carrying on the work of 
our Society we can feel that we are 
not only contributing to science for 
science’s sake, but also to the public 
interest, to which, in the last anal- 
ysis, We must owe our allegiance. 


Society During Past Two Years 


For two years you have given me 
the privilege of serving as President 
of the Society. It has been a happy 
and inspiring time for me because 
the spirit of the organization has 
been so fine and the members have 
been so willing to undertake for the 
Society whatever service was asked. 

During these two years the Sec- 
ond World War ended, we 
comed the returning veterans, and 
our post-war work began. Let us 
review soine of the highlights. The 
Joint Committee on the Education 
and Training of Actuaries com- 
pleted its valuable contribution and 
as a result the Society is reaping the 
benefit of improved examination 
closer cooperation with 
he colleges, and increased interest 


wel- 


techniques, 
by students in the actuarial profes- 
sion. The hardworking Joint Edu- 


cation, Examination and Actuarial 
Studv Committees were combined 
and reorganized to increase their 


ver-all effectiveness and to meet 
better the needs of students. A 


lvisory Committee was 
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fort to make it easier for the Federal 
Government to obtain qualified ae. 
tuaries for openings in its service, 
The Joint C.S.0O. Table Committee 
and the corresponding Joint Indus- 
trial Table Committee each com- 
pleted its monumental work. An- 
other joint committee is now pre 
paring for publication various tables 
of disability and accidental death 
benefit functions. The Joint Mortal- 
ity Committee, in addition to its 
routine studies, has made a useful 
report on the mortality on optional 
settlements. Our other standing 
committees have continued _ their 
very helpful activities. To all the 
committees, have done s0 
much, we are deeply grateful. 


which 


Our members were invited to join 
in a meeting in London in June 
1948 to celebrate the Centenary of 
the British Institute of Actuaries. In 
passing, may we again urge you to 
attend and participate in this happy 
oceasion in honor of the British In- 
stitute to which our profession is so 
greatly in debt. 

It has been a satisfaction to see 
the Actuarial Society and the Amer- 
ican Institute of Actuaries quietly 
growing closer together. Joint meet- 
ings of the two organizations every 
autumn have been arranged. A new 
joint committee is now studying 
ways and means of coordinating 
more closely the work of the Society 
and the Institute, and exploring the 
possibilities of their merger and of 
closer cooperation with sectional ac- 
tuarial clubs. In the very near fu- 
ture we shall hear much of the work 
of this important committee. 

From this brief review you will 
see that the Society has by no means 
stood still during the past two years. 
What it has accomplished represents 
a labor of love by many of its mem- 
bers on behalf of the actuarial pro- 
fession. Thus, the continued prog- 
ress during these years is a tribute 
to your interest and support. 
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Two stenos were being followed 
Finally one became 
indignant and, turning to the agent, 
said : 


by an agent. 


“Kither quit following us or gé 
and get a friend.” 
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PREMIUM ENCLOSURE 


HE following letter has been used 

by the State Mutual Life Assur- 
ance Company of Worcester, Mass. 
in drawing the attention of all 
policyholders of that company to the 
situation regarding interest rates at 
the present time. It is reproduced 
herewith without any changes: 


June, 1947 
Dear Policyholder : 

For several years during the war 
State Mutual issued an abbreviated 
Annual Report because of the paper 
shortage. Policyholders seem to 
prefer this concise, readable report 
to a longer one. I hope you have 
taken the time to read your copy 
of it which was sent to you about 
the first of March. 

Supplementing the Annual Re- 
port, I have occasionally written to 
the members of our Company re- 
garding matters vitally affecting life 
-insurance. I now take occasion to 
do so again. 

The artificial and arbitrary manip- 
ulation of interest rates by govern- 
ment agencies is causing real loss 
and hardship to life insurance 
policyholders and constitutes a ma- 
jor problem. The avowed purpose 
of the U. S. Treasury Department 
is to reduce the carrying charge on 
the national debt and thereby relieve 


82 


the tax burden. But that is only one 
side of the picture. 

The controlled interest rate set 
by the government fixes the pattern 
of all interest rates. Not only do 
life insurance policyholders receive 
less from their savings; the loss is 
also felt by all thrifty people who 
have accumulated funds. 

Nor does it stop there. Colleges, 
hospitals, and other endowed insti- 
tutions are being forced to make 
inflationary increases in their 
charges and thereby deprive many 
deserving people of their facilities. 
Arbitrarily low interest rates are the 
equivalent of cutting endowments to 
a fraction of their former value. 

It is open to serious question 
whether these unprecedentedly low 
rates even accomplish their avowed 
purpose of relieving the tax burden. 
3y removing the incentive to save 
and to venture, business activity 
stagnates and the tax yield dimin- 
ishes. 

In my opinion present interest 
rates are “penny wise and pound 
foolish.” As a life insurance policy- 
holder you should become actively 
interested in this vital matter. 


Sincerely yours, 
George Avery White 
President 


MAILING PIECE 


See §. SHIELDS, 10/7 
Wacker Drive, Chicago 1, Illinois 
has prepared a very interesting 
folder, an illustration of which ae 
companies this article, that readily 
tells an individual what his social 
security benefits are under varying 
conditions. This folder, attractively 
printed in two colors, is interesting 
and easy to use and, in addition td 
the movable wheel on the inside 
also contains interesting data con. 
cerning eligibility for social security 
benefits. , 

This new Calculator is not sold 
through regular retail outlets but is 
offered solely as a sales promotion 
item. As a mailing piece for life in- 
surance salesmen, we think it is a 
very good one. The agent’s name 
and address can be imprinted on the 
cover of the folder and the prices 
vary from 10¢ each for a minimum 
order of 500 to 4.5¢ each for orders 
of 100,000 or more. For further de- 
tails, those interested can write di- 
rectly to Mr. Shields. 


DETROIT LIFE CASHIERS 


HE Life Agency Cashiers Asso- 

ciation of Detroit and Windsor, 
one of the most active in the coun- 
try, has elected the following officers 
for the coming year: President, Kay 
Jackson, General American Life; 
Vice President, Isabel Stine, Lin- 
coln National ; Treasurer, Wave Ad- 
dison, Union Central; and Secre- 
tary, Charles Shelton, Provident 
Mutual. 

Beginning October 30 last the As- 
sociation, in conjunction with the 
Associated General Agents and 
Managers of Detroit, Inc., are con- 
ducting a series of four educational 
meetings on life insurance. The 
registration fee for the course is 
$1.00 and classes are held each 
Thursday from 5:30 P.M. to 7:00 
P.M. and meetings are open to all 
persons in the life insurance busi- 
ness. The next three meetings are 
scheduled for November 6, 13 and 
20. The material covered in these 
gatherings is of interest and benefit 
not only to cashiers and associates 
but also to general agents and agents. 
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News 


AGENCY MANAGEMENT 
ASSOCIATION 


HE Agency Management Asso- 
as has embarked on three 
new surveys dealing with practices 
of companies in recruiting men di- 
rectly from college, premium collec- 
tion procedure and their relation to 
persistency, and premium income 
and loss ratios of member companies 
writing accident and health business. 

In a Circular Letter to member 
companies, Charles J. Zimmerman, 
assistant managing director, ex- 
plained that the Committee on 
Relations with Universities was 
deeply interested in the college re- 
cruiting. 

“The committee wishes to survey 
present practices with the thought 
in mind that the time may be ripe 
to work out a coordinated plan 
which will be of benefit to all partici- 
pating companies,’ Mr. Zimmerman 
wrote. “Among the first steps in 
such a plan, it is thought, would 
be the preparation of booklets for 
college seniors and for college place- 
ment officers.” 





In any attempt to evaluate pro- 
cedures designed to increase per- 
sistency, Dr. Rains Wallace, Jr., 
Research Director explained, more 
information is needed on present 
practices used by various companies. 

“One reason we feel the time is 
ripe for further investigation of this 
field,” Dr. Wallace said, “is that 
the war caused many companies to 
change the number of premium 
notices. The effect of such change 
is difficult to track down but it 
may be possible.” 

The preliminary statistical survey 
on premium income and loss ratios 
of Accident and Health business 
will be presented at the Accident 
and Health meeting on November 
14, the final day of the Agency 
Management Association’s annual 
meeting in Chicago. 


A teacher was attempting to explain to the 
class the difference between abstract and con- 
crete, and was doing her best to make the ex- 
planation very simple and clear. Now, she said: 
‘Concrete is something you can see and abstract 
is something you can't see." 

A little boy looked quite enlightened so the 
teacher ventured to test her explanation. 
“George,"’ she said, ‘give me the explanation of 
something concrete." 

“My pants," was George's reply. 

“Correct,"" said the teacher, gratified, ‘'and 
now something abstract."' 

"Yours,"" said George. 
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TWO OUT OF ONE! 


Every life insurance prospect is a potential prospect for 
our complete line.of Accident, Health and Hospital Policies— 


two prospects out of one! 


The combination gives you two opportunities for sales 
on every call—and, best of all, those year in and year out 


liberal Accident and Health commissions really count up. 


Ree 


NATIONAL LIFE 


Insurance Company, Montclair, N. J. 


RALPH R. LOUNSBURY, President 
W. J. SIEGER, V. P. & Supt. of Agencies 
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ESULTS of 

wide survey of insurance educa- 
tion and training have just been 
published. Sponsored by the Insur- 
ance Institute of America, facilities 
of the Wharton School of Finance 
and Commerce, University of Penn- 
sylvania, were used in making the 
actual study. 

Begun more than 18 months ago 
as a service to the business generally, 
and as a guide to the Insurance In- 
stitute’s operating policy, the sur- 
vey report adds up to a working in- 
ventory of almost every phase of 
insurance education and _ training 
now available through the country’s 
insurance companies, associations 
and societies of insurance men and 
women, and commercial publishers 
of insurance educational material. 


the first business- 


Capable Supervision 


Work on the survey was under 
the direction of Richard deR. Kip, 
member of the Wharton School 
faculty. General supervision of the 
project was in the hands of a com- 
mittee of leading insurance educa- 
tors comprising Dr. David Mc- 
Cahan, chairman, Dr. S. S. Huebner, 
Dr. Harry J. Loman and Dr. G. 
Wright Hoffman. The Insurance 
Institute was represented by a spe- 
cial committee of five: James A. 
McLain, chairman and president of 
the Institute, John H. Grady, Ed- 
ward H. Kingsbury, John A. North 
and Prentiss B. Reed. 

Copies of the printed report have 
been mailed to more than 700 com- 
panies, associations and individuals 
who cooperated by furnishing in- 
formation to the survey director. 
The report has also been distributed 
to all members of the Insurance In- 
stitute and will be made available 
to organizations and_ individuals 


EDUCATION AND TRAINING 


with a direct responsibility for in- 
surance education and training. 

Preliminary studies of the survey 
report have already turned up in- 
formation of interest and impor- 
tance to top management through- 
out the business. 

With numerically unimportant ex- 
ceptions, insurance education and 
training does not seem to have been 
given much consideration at policy- 
making levels. There is some evi- 
dence that many leading executives 
are becoming actively interested in 
the need for an over-all training 
program, but the survey shows that, 
up to the present, there is little or 
no general agreement on what in- 
surance employees should be taught. 

Another weakness high-lighted by 
the survey is the lack of any ma- 


chinery for developing insurance 
teachers and coordinating their 
work. 

Most insurance education and 


training now available is designed 
primarily for sales personnel. The 
survey report shows that a good 
deal of progress has been made in 
this phase of the work; certainly it 
can be said that the over-all effec- 
tiveness of insurance field forces has 
been increased in recent years. How- 
ever, with the exception of the 
Chartered Life Underwriter and 
Chartered Property and Casualty 
Underwriter programs, there seem 
to be no generally accepted stand- 
ards of the kind that would insure: 
(1) a uniformly sound presentation 
of the insurance business to the pub- 
lic; and (2) maximum economy in 
administering the sales training pro- 
gram. It is understood that this 
problem is being aggressively ap- 
proached by the educational division 
of the National Association of In- 
surance Agents and by the special 
educational committee of the Na- 













tional Association of Life Under 
writers, American Life Convention 
and Life Insurance Association 9 
America. 

A majority of the courses now 
available for non-sales personnel arg 
of a specialized nature, meant to pre-m 
pare and advance members of home® 
office and agency office organizations# 
in certain types of work (actuary,} 
payroll auditor, claims adjuster, 
safety engineer, etc.). In this fieldy 
the survey indicates that there is} 
much good material, but that the 
teachers and over-all organization 
for bringing it to a maximum num- 
ber of employees fall considerably ~ 
short of the minimum that would do 
a real job for the business. 


Basic Need 


Probably the most important sin- 
gle need indicated by the survey is 
for basic or orientation training that” 
will give all insurance employees an 
elementary understanding of what” 
insurance is and does. In this re- 
spect there is no reason why the 
insurance business should or can 
afford to be satisfied with a level of 
basic knowledge lower than that 
which exists among the employees 
of many other industries. 

Members of the Insurance Insti- 
tute’s board of governors have al- 
ready met ‘with active heads of the 
principal insurance organizations 
sponsoring education and, training 
activities, for the purpose of study- 
ing the report’s significance. Insti- 
tute President McLain states that 
every effort is being made to build 
an over-all program which will fill 
existing gaps in training, build an 
adequate teaching force, and em- 
phasize the public relations, as well 
as production value of a high-level, 
comprehensive educational policy 
for the business. 


Natiowat Eourry Lire Ivsunanece Co. 


A Progressive Company Operating In The South 
Exceptional Agency Opportunities For Men Who Can Qualify 
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A® before canoe and oxcart brought the first pioneers into Vermont, the 
hills were there—standing guard over fertile valleys and upland forests. And 
it was natural that the men who founded the National Life should look first to 
the hills of their homeland for inspiration. In their rugged strength—their en- 
during dependability, they saw the symbol of their infant company. 

It is this special character, we feel, that for almost a century has drawn men 
and women in ever-increasing numbers to entrust their future security to the 
National Life. 


NATIONAL LIFE (084256 4 49% P2188 VERMONT 
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WAIVER OF PREMIUMS 


PPROXIMATELY half a bil- 
lion dollars of life insurance was 
kept in force during 1946 for dis- 
abled policyholders without payment 
of premiums, under disability clauses 
attached to their life policies, the 
Institute of Life Insurance reports. 
he aggregate of premiums 
waived for policyholders as a benefit 
under these disability clauses during 
the year was $17,308,000. 

“Many thousands of families 
which had purchased this disability 
protection with their life insurance 
had their policies maintained through 


this special disability provision, 
which becomes operative when 
a policyholder’s total disability 


through either sickness or accident 
has continued for a specified number 
of months,” the Institute said. “In 
addition, these premiums will be 
waived for these families so long as 


the total disability continues. 


‘Most companies today offer this 
waiver of premium disability pro- 
vision with their policies and an 
increasing number of persons have 
been purchasing it with their new 
insurance in the past 


few vears. 


CHICAGO, 


CPOT © 


Headquarters of the World for 


Insurance Conventions 
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EDGEWATER BEACH HOTEL 


ILLINOIS 


Many billions of 
owned by American 
includes this feature.” 

In addition to the premium 
waiver benefits, disability income 
benefits of $74,466,000 were paid to 
disabled policyholders in 1946, in 
large part under old policies issued 
when many companies included an 
income provision in their policies. 


life insurance 


families now 


LIBRARY INSTRUCTION 


HE first course of instruction 

ever directed towards the field of 
insurance libraries began in New 
York on October 20, according to an 
announcement made last month by 
Elizabeth Ferguson, librarian of the 
Institute of Life Insurance and 
Chairman of the Insurance Section, 
Special Libraries Association. 

Due to unsatisfactory claim ex- 
perience, many companies ceased to 
offer this provision with new policies 
some years ago, but the policies in 
force continued to carry this 
vision. As a result, the total 
ability benefit payments in 
including both waiver of 
and income payments, 
774,000. 


pro- 
dis- 


1946 
premium 
$91 


were 






The new course will continue fo 
14 sessions on Monday evening 
through February 16, 1948 with, 
recess during the Christmas holiday 
season. The first eight lectures wil 
be held in the Library of the Ney 
York Life Insurance Company, 
Room 1102, 51 Madison Avene 
and the concluding six sessions jp 
the library of the Metropolitan Life 
Insurance Company, 1 Madison 
Avenue, 

Reservations for the new course 
may be made through Angeli 
Blomshild, Librarian of New York 
Life, telephone Caledonia 5-500), 
Extension 657. Cost of the series 
will be $7.00 and individual lectures, 
$1.00, and will be open to all persons 
interested. 


Among the lecturers so far an. 
nounced for the course are Mis 
l‘erguson; George J. Marsh, Direc. 


tor of 
i a 


Sales Methods Research of 
Life; Halsey D. Josephson, 
C.L.U., general agent of Mutual 
Benefit; William P. Hughes, secre- 
tary of the Savings Bank Life In 
surance Fund; Virginia Thompson, 
Director of Research and Statistics, 
Institute of Life Insurance; and 
H. Kk. Kenagy, vice-president of the 
Mutual Benefit Life Insurance Co, 
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LIFE INSURANCE OWNERSHIP 


EW evidence of the extent to 

which life insurance ownership 
has been spread towards complete 
family protection is contained in a 
survey conducted by the Service 
Research Center of the University 
of Michigan as a part of a consumer 
study made for the Federal Reserve 
Board. 

There’s now*an average of 2.3 
life insurance policyholders — per 
family the U.S. families 
which are insured, the survey shows, 
and nearly half of all families have 
more policyholders. The 
word family here means “‘spending 
unit.” 

One-tenth of all U.S. families have 
three insured persons, 8% have 
four and 7% five or more 
policyholders. Eliminating the fam- 
ily units which have no life insurance 
policyholders, three-fifths of all in- 
sured families were found to have 
two or more policyholders, one-third 
have three or more, one-fifth have 
four or more and very nearly one- 
tenth have five or more. 


among 


two or 


have 


Only 22% of U.S. families were 
found to have no life insurance and 
these were in large part families with 
incomes below $2,000 annually. Half 
of the families with incomes of less 
than $1,000 owned some life insur- 
ance and almost three-fourths of the 
families earning $1,000 to $1,999 had 
at least one life insurance policy- 
holder. The percentage insured rose 
as the income increased, the families 
earning $3,000 to $3,999 showing 
91% with life insurance and the 
$5,000 to $7,499 group showing 
93% with life insurance. 


3,000,000 With Five 


“These survey findings clearly 
demonstrate how widespread the 
ownership of life insurance has be- 
come,” the Institute of Life Insur- 
ance said, in commenting on the 
Service Research Center survey. 
‘“‘Not only are most families insured, 
but the spread of ownership has 
extended through the families in a 
growing percentage of cases to in- 
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LIFE 
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COMPLETE INSURANCE 
PROTECTION FOR 
YOUR POLICYHOLDERS 


Including Juvenile — Family Group — 


SALES 


clude wives and children as well as 
male family heads and employed 
women, More than 3,000,000 fam- 
ilies have 5 or more insured 
members.” 

The ownership of life insurance 
by 78% of U.S. families compares 
with a 47% ownership of savings 
deposits, 56% ownership of U.S. 
Savings Bonds and 76% ownership 
of liquid assets of any type. 

This contrast was especially 
marked in the lower income groups. 
Those earning under $1,000, with 
half of the families owning life in- 
surance, showed only 26% with 
savings accounts and 25% owning 
U.S. savings bonds. In the $1,000 
to $1,999 income group, with nearly 
three-fourths owning life insurance, 
37% own savings accounts and 44% 
own U.S. savings bonds. 

The survey further shows that 
42% of all U.S. families have an- 
nual life insurance premiums of 
under $100, while 33% have pre- 
miums of $100 or more. Only 2% 
have premiums of $500 or more. 


DO YOU THINK 
YOU ARE A GOOD 
PRODUCER? 


If so we think you can make 


— errr 
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ACCIDENT & HEALTH 
Including Hospitalization — Lifetime 
Disability Coverage 


AGENCY OPENINGS IN 
Calif., Ill., Ind., Kans., Mich., Mo., Neb., N. J., N. D., 
Ohio, Wis. and Wyo. 


NORTH AMERICAN LIFE 
INSURANCE COMPANY 


OF CHICAGO 


C. G. ASHBROOK, Vice Pres.-Director of Agencies 


NORTH AMERICAN BUILDING, 
CHICAGO 3, ILLINOIS 
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some real money with our general 


agents’ contract. 


Attractive Territory Available In 
Missouri 
Kentucky 


Louisiana 
Mississippi 


Iowa 
Arkansas 
For further information write to 
J. DeWITT MILLS 
Superintendent of Agents 


MUTUAL SAVINGS 

(e Sn$urance mpatiy- 

812 Olive St. — Arcade Bidg. St. Louis 1, Mo. 
ALLEN May, President 
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H. O. OPERATIONS 


EW interest on the part of top 

management in all phases of life 
office operations was noted in the an- 
nual report of the executive secre- 
tary, delivered before the 24th an- 
nual conference of the Life Office 
Management Association by Frank 
L. Rowland. 

“Personnel administration in all 
its aspects, methods, procedures, 
operating costs are today subjects 
of vital concern to the management 
of all our companies,” Mr. Rowland 
said. “The facilities of the Staff 
Office have been taxed to the limit 
in its endeavor to meet the demands 
placed upon it. 

“During this second post-war year 
we have returned quite completely 
to a peace-time operating basis. As 
will be indicated in this report, we 
have had the most productive year 
in the history of the Association. 
Our two conferences were unusually 
well-attended, outstanding and spe- 
cial committees have undertaken and 
reported on a variety of research 
projects, reports on several major 
research activities of long standing 
have or will be released this year 
and our Educational Institute staff 
is now adequately manned, which 


NEVER IN HISTORY 
has it been so necessary 
to take care of tomorrow 
with the resources of 
today. And that is exactly 
what you do when you 
become a policyholder 


of the 


\.. SUN LIFE 


“€ BSTABLISHED 


OF CANADA 


sehiae et 8 BF 


HEAD OFFICE 
MONTREAL 





has enabled us to offer several new 
services aimed to make the program 
more effective.” 

Pointing to the steady growth of 
the Association, Mr. Rowland re- 
vealed that without at any time an 
organized campaign to stimulate ap- 
plications for membership, the par- 
ticipating companies have increased 
from 136 to 194 since 1935. In- 
quiries from other businesses have 
increased, Mr. Rowland said, to- 
gether with requests for advice and 
assistance in establishing similar 
facilities. 


GUERTIN LEGISLATION 


N VIEW of the importance of 
companies adopting the new CSO 
Mortality Table for both Ordinary 
and Industrial policies as well as 
adopting a new and lower interest 
assumption basis in practically every 
case, we will endeavor to keep our 
readers current on these changes. 
The following companies have 
adopted and are using the new table 
and the figures after the company’s 
name indicates the interest assump- 
tion now being used: 
Aetna Life, Hartford, Conn.— 
24%; Non-Par, 24%% 


Par. 





3oston Mutual, Mass. Ordinary and 
Industrial—both 212% 

Connecticut Mutual, Hartford, 2! AN 

Equitable of 
Iowa 214% 

Farmers Life, Des Moines, lows 
212% 

George Washington, Charleston, W, 
Va. 2% 

Guarantee Mutual, Omaha, Nebr, 
214% 

John Hancock 
Mass. 212% 
Massachusetts Mutual, Springfield, 

Mass. 21%4% 


Iowa, Des Moines: 


Mutual, 


3oston, 


Mutual Benefit, Newark, N. J. 
24% 

National Guardian, Madison, Wise. 
214% 


Northwestern Mutual, Milwaukee, 
Wisc. 2% 

Ohio National, 214% 

Standard, Portland, Ore. 24% 
Industrial usage: Commonwealth 

Life, Louisville, Ky. 3% ; Independ- 

ence Mutual, Charlotte, N. C. 3%. 
The following companies 

adopting ‘the new table, etc.: 

Federal Life Chicago, Ill. (2%%) 

Fidelity Mutual, Pa. (2%%) 


are 


Penn Mutual, 244% 


Union Central, Cincinnati, Ohio 


214% 
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years of faithful 


and dependable service 
have made this one of the 
South’s soundest and strongest 


life insurance institutions. 


° ie 
ILIUBIERTY NATIONAIL 
Lie Insurance Company 


OAG4ANIZEO 1900 


BIRMINGHAM. ALA. 
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ACACIA MUTUAL 
Red Cross Award 


In September the Acacia Mutual Life Insurance 
Company, Washington, D. C. was honored for its 
unique contribution to World War II. This contribu- 
tion was in the form of making available the entire 
third floor of the home office building as a Blood Donor 
Center. During the two years of such occupation by 
the Red Cross namely, from 1943-1945, over 425,000 
people donated blood. 

In connection with the presentation of a bronze 
plaque commemorating this meritorious service, Ad- 
miral Wm. F. Halsey stated, in part: “Within 72 hours 
the blood which was given in this very Center was being 
used to save lives in the Pacific.” 


BANKERS HEALTH & LIFE 
Examined 


The Bankers Health and Life Insurance Company, 
Macon, Georgia, was examined by the Georgia Depart- 
ment as of December 31, 1946, covering the operations 
of the company from December 31, 1942, the date of 
the previous examination. As a result of the examina- 
tion assets were increased $5,309 from $6,025,623 to 
$6,031,332 and surplus was increased $8,270 from $617,- 
294 to $625,564. 


CANADA LIFE 
"Fringe" Land Investment 


Canada Life Assurance Company, Toronto, Ont., is 
entering the Canadian Government’s “fringe” land as- 
sembly program with the purchase of 92 house build- 
ing lots in Ottawa’s suburban Nepean township. 

The property, on Keyworth Avenue, is said to have 
cost about $200. a lot or approximately $18,400 for the 
tract. The company has agreed to have water, sewer 
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/and other local improvements under construction by 


April 1 and will sell the lots to builders for 1948 com- 
pletion. 
Under this so-called “fringe” scheme, the Canadian 


| Government guarantees principal returns to National 





Housing Act-approved lending institutions buying large 
land tracts well outside major cities, improving these 
areas with sewers, water mains, roads and an adequate 
“neighborhood” subdivision pattern, and selling to 
builders at cost plus two per cent. 


COLONIAL LIFE 
New Home Office Building 


The Colonial Life Insurance Company, Jersey City, 
New Jersey, broke ground for a new home office build- 
ing on September 17 last. This building is being con- 
structed in East Orange, New Jersey, and will be a 
3-story structure. It is expected that occupancy of the 
new home Office will be underway by early summer in 


1948. 


COLUMBUS MUTUAL 
Favorably Examined 


The Columbus Mutual Life Insurance Company, Co- 
lumbus, Ohio, was examined (Association) by the In- 
surance Departments of Illinois and Ohio as of Decem- 
ber 31, 1946, covering the operations of the company 
since December 31, 1943, the date of previous examina- 
tion. Due to various increases and decreases, assets 
were reduced $73,373 from $62,869,924 to $62,796,551 
and surplus was increased $16,469 from $5,276,639 to 
$5,293,108. The primary cause of decrease in assets 
was $81,149, which was the book value of stocks over 
the market value. The principal balancing item on the 
liability side of the statement was a reduction of $60,000 
in claims pending. 





(Continued on the next page) 
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JUST what does Connecticut General’s 
“extra man” offer to a busy brokerage 
office ? 


Take your own office perhaps this 
morning you would like a sales presenta- 
tion to show a client on a 10 payment 
retirement insurance contract with all 
premiums discounted or the answer 
to a technical question on a pension plan 

your Connecticut General man 
would have it in your hands promptly. 
The saving in your time is obvious. Our 
to 
bring to bear on a broker’s problems 
every facility of the Connecticut General 
organization, 


service for brokers has one aim. 


including underwriting, 
actuarial, legal and other specialized ad- 
vice available through its Advisory Bu- 
reau. It is a service worth investigating 
to obtain it, you need only call your 
nearest Connecticut General office. 


GENERAL 


LIFE INSURANCE COMPANY 
HARTFORD, CONNECTICUT 


BETTER SERVICE 
THROUGH BETTER MEN 


LIFE INSURANCE. ACCIDENT AND 
HEALTH INSURANCE. SALARY 
ALLOTMENT INSURANCE AND AN- 
NUITIES. ALL FORMS OF GrouP 
INSURANCE ano GROUP ANNUITIES 











COLUMBUS MUTUAL—Continued 
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Casualty Department 


The liability items for the Accident and Health D 
partment was calculated by the examiners to be $406 | 
less than that reported in the December 31, 1946 stat 
ment. This was primarily due to a decrease in t | 
unearned premium reserve of $48,059, which was es 
mated by the examiners to be more correct than tl | 
figures used by the company since, for annual stateme 
purposes, the company shows total accident and heal 
premiums collected during the year to be in force 
the end of the year and keeps no record of premiums 
rorce. It was recommended by the examiners that t | 
company take immediate steps to revise its records p 
order to exhibit the accident and health premiums |! Fi 
force and the unearned premiums thereon in accordan 
with the requirements of the 
partments. 








various Insurance D} 


| lled 1 


Pension Plan ‘rsonn 


ms el 

The policy reserves were reduced $300,000 and place | epteml 
among the special surplus funds as a contingent reser | 
for annuities. A resolution passed January 25, 1%} Pat ¥ 
establishing a pension plan for officers and employee | he ste 
retiring from active service, reads in part as follow:|.°"! s 
“The provisions for this pension plan may be modifie| reviou 
or terminated at any time by the Board of Directo: pe fina 
of this company and in no event shall there be a*j 
liability to any employee or any vested right creat 
in his or her behalf. The entire cost involved in * 
administration of this pension plan, including the 
ments made in pursuance thereof, shall be treat 
current expenses from operation of the company and 
reserve liability is to be set up.” 

According to the examiners, they were informed tl 
the contingent reserve for Annuities of $300,000 was | The 
provide the funds necessary to continue the operatic | eserve 
of the pension plan but since this item is not a liabilit \:encin 
the examiners felt it should be deleted from the ne ‘eld e1 
policy reserves and included among special surplu irst $. 
funds. amoun 

According to the examiners: “The company is paychase 
ing first year and renewal commissions to officers and)enefit 
home office employees of the company on policies onability. 
their own lives contrary to a ruling of the Superinyadopte 


Ss 1ncreé 
ll be 


the c 





tendent of Insurance of Ohio dated October 5, 193/startin 
and filed in the office of the Secretary of State pursuaniemploy 
to provisions Section 161-1, General Code.” adjust: 
date, 

startin 

LIBERTY LIFE of $3, 

contri] 

Capital Increase burch: 

Norm 

The capital stock of Liberty Life Insurance Company the C 


Greenville, S. C., was increased from $750,000 to $1,7at age 
000,000 by 33%4 per cent stock dividend payable t The 
stockholders of record on October 15, 1947 and a pen), ju 
sion plan, which provides credit for past service, botli; “Met 
continuous and interrupted, will be provisionally im Rasen 
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| lled by the Company for its Home Office and field 
‘sonnel effective January 1, 1948 as result of resolu- 

{ons enacted by stockholders at a special meeting 

place eptember 12. 

resen | 

. 19; | Par value of the Company’s stock remains at $10.00. 

ployer | he stock dividend will be paid by issuance of addi- 

slow: | Onal shares in the ratio of one for each three shares 

odifie |'Teviously held. A cash dividend of 30¢ per share for 


recto: |1¢ final quarter of 1947 has been voted on the stock 


be ax} increased by the stock dividend. This cash dividend 
creat | ‘ll be payable at the end of the quarter and conforms 
in + the cash rate that has prevailed for several years. 
1e 
ul 
and 

Pension Plan 
ed tl 
was | The pension plan will not go into full effect until 
erativ |eserves for past services have been established. Com- 
iabilit \encing with 1948, the Company’s Home Office and 
the ne ield employees and agents will contribute 2% of the 
surplu irst $3,000 of their annual earnings and 4% of any 


mount of annual earnings in excess of $3,000 to pur- 
is payychase deferred annuities and to establish a plan of 
rs andyenefits for temporary and total and permanent dis- 
cies oMability. The Company, under the plan as provisionally 
uperinj;dopted, will provide in addition an annual pension 
}, 193/starting at age 65 equal to 1% of all earnings of the 
ursuaMlemployee or agent prior to January 1, 1948, subject to 
adjustment in case of interrupted service prior to that 
date, plus 1% of the first $3,000 of annual earnings 
starting with 1948 and 2% of annual earnings in excess 
of $3,000. The Company will also increase by direct 
contributions the amount of deferred annuity income 
purchased by employees’ and agents’ contributions. 
Normal retirement age will be 65 but by consent of 
mpany|the Company a person covered by the plan may retire 
to $1,fat age 55 or older. 
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The Company had $314,411,786 of insurance in force 
on June 30, 1947, representing increase of $18,860,433 
ifor the first six months of the year. Resources increased 
during the same period by $2,571,118 to $31,922,849. 


fe New Capital and surplus funds totaled $3,127,969. 

















A warm and 


friendly welcome... 


a quiet, comfortable, sleep-inviting 
room...right in the heart of down- 
town Cleveland. Hotel Cleveland 
adjoins Union Passenger Terminal, 
garage and Terminal office buildings 
...close to stores, theatres, and con- 
venient to any place you'll want to 


go in Cleveland. 


HOTEL 
CLEVELAND 
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GLOBE LIFE 


INSURANCE COMPANY 


OF ILLINOIS 


Juvenile Policies our Specialty 
FULL BENEFIT AGE 5 


COMPLETE LIFE INSURANCE 
COVERAGE—AGES 0-60 


431 SOUTH DEARBORN STREET 
CHICAGO, ILLINOIS 
WM. J. ALEXANDER, Pres. 


AGENCY OPENINGS IN ILLINOIS 








— ee 
Announcing 
A NEW COMMISSION CONTRACT 
1. Attractive First Year Commission — 
Graded scale up to 55% for Ordinary Life. 
2. High Renewal Commissions — 
Vested. Four renewals — 15%-10%-5%-5%. 


3. Bonus Arrangement — 
Production of over $175,000 — 10% payable monthly second 
year. 
4. Service Fee — 
Beginning sixth year and life of contract — 2% service fee. 
5. Other Features — 
No production requirement to earn vested renewals. Policies 
liberal. Life, Double and Triple Indemnity, Non-cancellable 
Accident, Sickness, Hospitalization and Nurse Benefits. 
6. Company — 
New Hampshire’s only life insurance company. Average size 


policy issued 1947 — $5,740. Low terminations. Attractive 
brokerage arrangements. 


For particulars write to WM. D. HALLER, 
Vice President and Agency Manager 


UNITED | 
LIFE AND ACCIDENT 3 
INSURANCE COMPANY 





Concord, New Hampshire 
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METROPOLITAN 
Expanding Texas Coverage 


Announcement that the Metropolitan Life Insurance 
Company, New York, N. Y., will expand its life insyy ©!) '° 
ance service available to the people of Texas was aq!suranct 
interesting feature of an informal luncheon tendered ¢qvoUns<* 
Leroy A. Lincoln, President of that company, b Field Ut 
Charles F. O’Donnell, President of the Southwestern The b 
Life Insurance Company, and William C. McCord \Ofhic: ” 
President of the Southland Life Insurance Company}:acilities 
This luncheon was held in October at the Baker Hote {ion 
Dallas, and was attended by more than one hundred It is | 
prominent business leaders of that city and vicinity, part ©! 

Mr. Lincoln, in making such announcement, said thaq’?™": rm 
his company had carried on its business of Group pencatio 
surance in Texas for the past twenty-four years, with area 
offices in Dallas and in Houston, and with its customary “ollege. 
service to Group policyholders. He pointed out that |" sense 
while the company had not, during this period, main{* 1°" ' 
tained active district offices in Texas in connection with lesignec 
Ordinary, Industrial, and Accident and Health insur{'S""“"™ 
ance, there was, nevertheless, a considerable amount rinciph 
of such Metropolitan insurance in force in the State}sPectal 
largely by reason of the removal to Texas from other and esi 
States of individuals already holding Metropolita 
policies. 





Mr. Lincoln stated that the company would, in du 
course, establish district offices in Dallas, Fort Worth) Six | 
and Houston with other offices in contemplation if andfstaff 0 
when expanding business might warrant it. The com-cover f 
pany will recruit its agents entirely from men not pres-| Accide 
ently connected with the life insurance business. Be There 
lieving, as it does, in the present and future greatnes$ contain 
of Texas, an empire in itself, it is the opinion of higing te 
company, said Mr. Lincoln, that its complete line off subject 
insurance service should be made available to Texas irequet 
people. econon 
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MODERN WOODMEN return 


, 





ledge 
Examined 


This fraternal benefit society, the Modern Woodmen 
of America of Rock Island, Illinois, was examined 
(Association) by the Insurance Departments of Dela- 
ware, Florida, Illinois, Montana and Texas as of 
December 31, 1946, covering the period from December 
31, 1942, the date of the previous examination. As 
a result of the examination assets were increased 
$444,824 from $137,625,598 to $138,070,422 primarily 
due to the acceptance of market values of the stocks 
over book value. Due to the fact that in the opinion 
of the examiners the resolution of the board of directors 
regarding special and contingency reserve funds was 
not specific as to intent, these funds have been included 
in the unassigned fund which is carried by them at}. , 
$10,050,380. 
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MONARCH LIFE 


College for Field Men 


(iyvde W. Young, President of the Monarch Life 
Insurance Company, Springfield, Mass., has just an- 
nounced the opening of the new Monarch College for 
Field Underwriters. 


The building is adjacent to the Company’s Home 
Office and is designed to provide the most modern 


pany.acilities for career training for its entire field organiza- 


Hotelfion—both new and experienced men. 
ndreq It is believed that this is the first venture on the 
ty, Jpart of American private business to set up a separate 
d thad nit complete with dormitories and the most modern 
ap in! educational facilities, for the training of sales personnel 
with ma basis similar to that afforded by the average small 
mae iC’ lege. { nder the guidance of an Educational Director, 
that the curricula will offer to Monarch Field l nderwriters 
mal , year-round series of two-week courses. They will be 
ee lesigned to cover all phases of Disability and Life 
ina insurance, ranging from insurance fundamentals to the 
noe principles of advanced underwriting, and including 
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ispecial studies of business insurance, taxes, wills, trusts 


and estate analysis work. 
Scope 


Six textbooks are at present in preparation by the 
staff of Monarch’s Agency Department. They will 
cover fundamentals, principles and theory of Health and 
\ccident and Life insurance, as well as salesmanship. 
There are accompanying looseleaf volumes which will 
contain special sales presentations, sales briefs, prospect- 
ing techniques and similar material. These will be 
subject to constant revision because of the influence of 
frequent tax changes, as well as the ever-changing 
economic and social conditions. 

Each student will be presented a textbook and the 
looseleaf material when he has completed that course. 
\ “Certificate of Accomplishment” will be received by 
each student who meets the required grades at the 
end of each course. The Field Underwriter will then 
return to the Field to put into actual practice the know- 
ledge he has gained. 


Requirements 


Admittance to future schools for advanced training 
will be. based upon Monarch’s standard requirements 
for all-round field proficiency. There will be five courses 
in all and those men who complete the entire training 
by meeting both field requirements and college grades 
will be awarded a Diploma and “Designation of Merit” 
at the conclusion of their studies. 

The new school building is constructed of Indiana 
limestone, and in general appearance and design is 
similar to the Company’s Home Office structure which 
was erected in 1938. School facilities are adequate for 
thirty students at a time, and include private sleeping 
and study rooms. There is a beautiful mahogany 


(Continued on the next page) 
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Why is that man with the ball like 
a fieldman of New England Mutual? 


Well for one thing, he’s out in front and 
ready to score. And secondly, he has had 
good interference. 


For fourteen years New England 
Mutual fieldmen have had national maga- 
zine advertising clearing the way for them. 
And these same “‘ball-carriers” are scoring 
more easily today because of this advance 


work done for them out in the field. 


Month in and month out, the impact of 
this advertising is knocking down objec- 
tions in the minds of prospects, saving 
extra interviews and helping to set up sales. 


This year our full-page national ads are 
again appearing in The Saturday Evening 
Post, Time, Newsweek, and over 40 col- 
lege alumni publications. Watch for them. 


New England 
Mutual 


Life Insurance Company 


THE FIRST MUTUAL LIFE INSURANCE 
COMPANY CHARTERED IN AMERICA - 1835 
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MONARCH LIFE—Continued 


paneled lounge and library, cheerful dining room, 
modern kitchen, as well as recreation rooms for those 
men who have to remain at the school over weekends. 
Two large, acoustically treated class rooms are furnished 
with the latest type of study desks, blackboards, voice 
recorders and educational motion picture equipment. 
The appointments and furnishings of the entire building 
are in keeping with those of a fine men’s club. The 
facilities are sufficient to provide approximately twelve 
hundred man-weeks of instruction per year. 

In making this announcement, Mr. Young. stated 
that the decision to pioneer in the construction of a 
separate school building was the result of the past five 
years’ successful operation under a new and _ specific 
six-point pattern of merchandising of which thorough 
training under Home Office direction was an integral 
part. 


The six-point program consists of : 


1. A definitized and standardized recruiting pro- 
cedure. 

2. An extremely careful selection of new manpower 
with the aid of a specially devised Vocational Guidance 


Test which permits the Company to select new sales 
personnel of above average background and ability. 

3. The Home Office educational program for all men 
who meet Company requirements. 

4. A Company-supported finance plan for new men. 

5. A. standardized field training 
supplements and is coordinated 


program which 
with the academic 
training received in the Monarch College and is coupled 


94 


with a definite, factual and highly effective plan of supe 
vision of all sales personnel. | 
6. A new and modern compensation plan for 
General Agents and Agents. This provides an equitg 
and highly satisfactory remuneration for all-round ¢@ 
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cellence in both the production of new quality busine 
and the servicing of their policyholders. 
New men meeting Company requirements have bee 
given preliminary training in a Company school cop 
ducted in the auditorium of the Home Office building 
The combination of careful selection and _ thorougj 
training at a Home Office school have resulted in a 
outstandingly high survival rate of sales personnel ani 
a tremendous increase in new business so that ney yitors’ Co 
facilities for training purposes became imperative. T eeding ty 
ao sk - e - 
Tome Office training has been confined largely to neyo Year A¢ 
men but the favorable results have been so positive tha 
the Company has decided to furnish both facilities an 
curricula for advanced work and career training of it 
entire agency organization on a long term program 
° . Actuarial— 
An Actu 
What Is 
Selection 
Anti-Sel 
Policy “ 
SECURITY MUTUAL How doe 
Estates ar 
Taking . 
Rental Project Renewal 
Commun 
guy, Se 
= = . : - restmen 
In September The Security Mutual Life Insuraneq yr Bu 
Company, Binghamton, New York, announced the com{ Avsilah 
pletion of negotiations for the construction of a $1,5004 Coal—0 
‘ > > «,}Legal—O. 
000 to $2,000,000 rental housing project just outsié 
the Binghamton city limits. These negotiations wer or 
completed with Harrison, Ballard and Allen (see Best's Later | 
T { Menta 
Lire INsuRANCE NEws, June, July, August 1946 anéf pension | 
September and October 1947) and involve the con} Profit 
. . 59 -_. | Women’s 
struction of 22 garden-type apartment houses containing} Person: 
200 family dwelling units. This is the first project sol women’s 
i a ee a ears, en oe . Wome 
far as is known to be undertaken by any but thef y'Woms 
arge ife j ance c anie Stream 
largest life insurance companies. PF aan 
In commenting on the company’s action, the Bing} lf 
hamton press, in an editorial, states in part as follows: 
“The Vestal Hills Housing project of the Security 
Mutual Life Insurance Co. blazes a trail of bold, aggres- 
gs 
sive action to alleviate the housing shortage in the Triple} abando: 
me, @ ° P ° Ace t 
Cities area. Most praiseworthy aspect of the project penton 
is not in the numerical contribution to solution of they 4ctuar} 
problem, although that contribution is not small, but in whe ae 
leadership and the psychological effect of that leadership Poy 
: Poe . . . r Co’ 
on other potential but timid builders. ... Free enterprise} Ageney 
‘ oe . Agency 
should, and must, provide the critically needed housing Saeed 
It is a certainty that if private builders, with boldness} M6- 
and vision, do not provide the housing, the government — 
will be called on to do so. This is an inevitability] Are W 
‘ ° , ° . Ferr 
whether or not public housing is a desirable solution. Baby 
Security Mutual’s project in kind and scope is first] ,Bene! 
and largest for other than the largest insurance com- sar he 
panies in the nation. Security Mutual directors are} Busin 
. : ; ‘ae Cc 
convinced of the soundness and practicability of the} (2°4 
-0K1eC The field ic > - entree —— err Canad 
project. The field is open for entree of other large scale wnat 
private housing projects. We hope that other institu + ne 
. . . . . . ac 
tions and private enterprises in the community will see Canné 
. Z . ana 
the need and opportunity, and travel the trail that] cana 
s P  a-99 Chall 
Security Mutual has blazed. CLY 
Best's Life News], Nove 
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‘“ (Favora a a ne om ae ept. Life Ins. Co. of Georgia, Atlanta == 8 #ise. erctues Tes Anesican imei 
ae “ —_ » Lit au J 64 (Formerly Industrial Life & Pacifie Mutual, Los Angeles 
ow Mutual Serviee Life) .. June Woes .....,...... Reese aie (Field Agents Association) ....../ Aug. 75 
Credit Life, Springfield (New Sales Distri (Non-Can. + es eevece ...Sept. 72 
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Insurance in Force . . . a Gain of 


3O% 
During the Single Year of 1946 


Is that record of growth important to you? 
Could be ... if you have a good record as a 
personal producer and are ready to step out 
and build an agency of your own. 


Do you have organizational ability? Can 
you enlist, and direct men? Then why 
not give yourself a chance to magnify 
your abilities and your results by head- 
ing up your own office? 


Continental Assurance... going places faster 
with one of the nation’s finest organizations 
of aggressive producers... is ready to discuss 
an attractive agency plan with ambitious 
agents now ready to give their initiative and 
abilities full play. 


One Of Our Prominent 

General Agents Says: 
“IT would choose C.A.C. because I like its 
attitude of helping me make more money 
by satisfying old customers and more easily 
attracting new buyers.” 


Ask for the attractive Agency Plan offered 
by one of America’s fastest growing Life 
Insurance Institutions. ° 





CONTINENTAL CASUALTY COMPANY 
TRANSPORTATION INSURANCE COMPANY 
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Philadelphia Life, Philadelphia, 
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Shenandoah Life, Roanoke, Va. 
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Sun Life Assurance, Montreal, Can. 
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Underwood Corp., New York, N. 
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a 


Canada 


Best’s Life New 








